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LINN
| Energy

NEWS RELEASE
Linn Energy to Sell All of Its Interests in the Appalachian Basin,
Including Its Marcellus Shale Acreage, to XTO Energy for $600 Million

HOUSTON, TEXAS, APRIL 15, 2008—Linn Energy, LLC (Nasdaq: LINE) announced today that it has agreed to sell all of its interests
in oil and gas properties in the Appalachian Basin, including its Marcellus Shale acreage, to XTO Energy tnc. (NYSE: XT 0) for cash
consideration of $600 million, subject to closing adjustments. The Company will use proceeds to reduce indebtedness under its credit
facility and anticipates closing on July 1, 2008. The properties include proved reserves, as estimated by a third-party engineering firm
at December 31, 2007, of approximately 197 billion cubic feet of natural gas equivalent {99% natural gas) and currently produce

25 million cubic feet of natural gas equivalent per day.

“Linn Energy’s core strategy is to focus on low risk development opportunities, and recent enthusiasm regarding the prospective
Marcellus Shale play provided the incentive for us to evaluate our holdings in Appalachia and determine their fit within our strategy
and MLP structure,” said Michael C. Linn, Chairman and Chief Executive Officer of Linn Energy. “A delineation of opportunities in
the Marcelius will take time and successful exploration and development will require significant capital investment. We believe that
monetizing our Appalachian assets has created significant value for our unitholders and that the sale represents full value for our
Marcellus acreage and Appalachian proved reserves.”

Pro forma for the sale, Linn Energy will have a strong financial profile with availability under its credit facility of approximately

$700 million. The Company plans to issue revised guidance with its first quarter earnings release. However, the Company does

not expect the sale to materially alter its previously issued guidance for distributable cash flow or distribution coverage and believes
the sale will not impact its ability to earn and pay its distribution at the current annualized rate of $2.52 per unit. Closing is subject
to customary closing conditions and the expiration of the waiting period under Hart-Scott-Rodino Antitrust Improvement Act of 1976.

Lehman Brothers Inc. acted as financial advisor to Linn Energy and conducted a multi-party auction process for this transaction.

ABOUT LINN ENERGY

Linn Energy is an independent oil and gas company focused on the development and acquisition of long life properties which
complement its asset profile in producing basins within the United States. More information about Linn Energy is available
on the internet at www.linnenergy.com.

CONTACTS

Kolja Rockov Clay P. Jeansonne

Executive Vice President and CFO Vice President—Investor Relations
281.840.4169 281.840.4193

This press release Includes “forward-looking statements” within the meaning of the federal securities laws. All statements, other than statements of historical facts,
included in this press release that address activities, events or developments that the Company expects, believes or anticipates will or may occur in the future are
forward-looking statements. These statements in this press release include but are not limited to statements about future distributions. These statements are based on
certain assumptions made by the Company based on management’s experience and perception of historical trends, current conditions, anticipated future developments
and other factors believed to be appropriate. Such statemnents are subject to a number of assumptions, risks and uncertainties, many of which are beyond the control

of the Company, which may cause actual results to ditfer materially from those implied or expressed by the forward-looking statements. These include risks relating

10 financial perfarmance and results, availability of sufficient cash flow to pay distributions and execute our business plan, prices and demand for gas, oil and natural

gas liquids, our ability to replace reserves and efficiently develop our current reserves and other important factors that could cause actual results to differ materially

from those projected as described in the Company's reparts filed with the Securities and Exchange Commission. See “Risk Factors” in the Company's 2007 Annual Report
on Form 10-K and any other public filings and press releases.

Any forward-looking statement speaks only as of the date on which such statement is made and the Company undertakes no obligation to publicly correct or update any
farward-looking statement, whether as a result of new information, future evenis or otherwise.
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% PERFORMANCE HIGHLIGHTS
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YEAR ENDED DECEMBER 31,
! {11.S. doflars in thousands, excepl per unit amounts) 2007, 2008
|
_ Adjusted EBITDA $ 307,455 _ $ 757%
; INCOME STATEMENT: _
| 0Oil & Gas Revenues § 318,226 $ 80,393
: Net Income—Adjusted! 53,832 | 1,409
Net Income per Unit—Adjusted!
! Basic $ 078 | s 05
Cash Distribution Declared per Unit $ 218 _ $ 115
APPALACHIAN BASIN : BALANCE SHEET: _
99% Natural Gas : m Total Assets $ 3,796,569 § 905912
10% of Total Reserves - Total Long-Term Debt 1,443,830 _ 428,237
T = Unitholders' Capital 2,026,641 450,954
m Weighted Average Number of Units Qutstanding {thousands) 68,916 _ 28,281
| ,
" OPERATIONAL HIGHLIGHTS:; _ :
w Average Daily Production
. Total Liquids (Bbis/d) 6,200 _ 1,014
, Natural Gas (Mci/d) 73,975 23,558
, Total (Mcfe/d) 111,175 _ 29,641
” ESTIMATED YEAR-END PROVED RESERVES: _
W Totat Liguids (MMBbls) 98 _ 30
W Natural Gas (Bcf) 1,029 274
h Total (Bcfe} 1,616 | 454
Percentage of Production Replaced (Drill Bit) 269% 74%
Percentage of Production Repiaced 2,967% _ 2.511%

* Adjusted EBITDA is a Non-GAAF financial measure. Please see “Reconciliation of Non-GAAP Measures™ on page 94 of this report.
1 Adjusted for non-cash gains/{losses) on commodty and interest rate hedges. This is a Non-GAAP financial measire. Please see
“Reconciliation of Non-GAAP Measures™ on page 94 of this report.
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ANNUALIZED DISTRIBUTION PER UNIT
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It is my pleasure to report that LINN ENERGY posted another very
successful year in 2007 with record growth through acquisitions

and operational accomplishments.

In the past year, we: + enhanced Linn Energy's position as the
leader among E&P MLP/LLCs and the
first-in-class among its peers by numerous
measures: at year-end, we had an enterprise
value of $4.3 billion, a high quality asset
portfolio, an extensive inventory of
= replaced approximately 3,000% of approximately 4,700 future drilling locations,
production including acquisitions, and a reserve life index of 22 years;
269% through the drill bit alone;

« completed eight acquisitions at an
aggregate cost of $2.7 billion and drilled
253 wells across our three operating regions
at a cost of $184 million;

« developed an organization of more
than 500 individuals to successfully run
a campany that ranks among the top
25 oil and gas independents;

= achieved record operational and financial
results; and

= increased cash distributions to our
unitholders by 21% during the last year
to an annualized amount of $2.52 per unit,
which represents a 58% increase since our
January 2006 IPO.
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MI1D-CONTINENT UPDATE

Mid-Continent, including the Lamamco properties,
now represents about 78% of our total proved
reserves and 84% of our current production. This
region has 845,000 net acres and contains an
inventory of approximately 4,200 potential drilling
locations. During 2007, we drilled 135 wells in
the Mid-Continent, and we plan to drill 253 wells
there in 2008.

We are very active in the Granite Wash play in the
Texas Panhandle of the Mid-Continent. We are
currently running five rigs in this area, where welt
depths range from 8,900-16,000 feet and initial
production ranges from 1.5-3.0 MMcfe/d. We own
a sizeable leasehold position of 60,000 net acres
that hold over 1,300 drilling and recempletion
opportunities and plan to drill 57 wells this year.

Also in the Texas Panhandie, we have four rigs
drilling in the shatlow Brown Dolomite play at

a depth of approximately 3,200 teet. We have
been very active in this area for the past year,
drilling both vertical oil and horizenta! gas wells,

and plan to complete 97 wells in 2008 from our
inventory of 1,400 locations. Qur acreage position
of 105,000 net acres will provide us ample
inventory to maintain our pace of drilling over

the next several years,

Operations are already underway on the racently
acquired Lamameo properties. We have one rig
drilling shallow wells at depths from 700-900 feet
in the Okesa formation in the Osage Hominy Unit
in Osage County in northem Oklahoma. To date,
we have drilled eight wells with encouraging
results. Completion efforts are underway and
early praeduction tests have recorded raies
between 10-30 barrels of oil per day. At a cost

of only $100,000 per well, such production
volumes generate excellent economics. We

have approximately 100 proved locations

in this fomation.

Also in Osage County, Oklahoma, we are working
in the Naval Reserve Unit to reactivate producers
and injectors and expect to complete 32 projects
this year, as well as drill 17 wells to evafuate

the Chat formation in this area. Successful
delineation of the Chat could yield as many as
300 drilling locations.

We have an additional 75,000 gross (46,000 net}
acres in Oklahoma, mostly held by production,

in the highly desirable Woodford Shale play. Other
industry players are actively drilling wells to the
Woodford Shale formation around our existing
acreage position. We are currently evaluating
several options for our Woodford Shale acreage
position to maximize value for Linn Energy

and its unitholders.

5 .z LinNENergy smmesmm

PERCENT PRODUCTION REPLACED

2006 L4  2511%
007 L0 2961%

PERGENT PRODUCTION

REPLACED {DRILL BIT)

2006 A/ T4%
W07 S 269%
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FINANCIAL OVERVIEW we would have achieved at unhedged prices.

. . For 2008, our hedges cover more than 85%
Qur firancial results in 2007 were excelient. We

generated oil and gas revenues of 5318 million,
which is an almest four-fold increase over 2006.
Net income, adjusted for non-cash losses on our
commodity and interest rate hedging program,
was $53.9 million, or $0.78 per unit. Adjusted
EBITDA increased over 300% te $307.5 million.
{Please see GAAP to Non-GAAP reconciliation

of Adjusted EBITDA and Adjusted Net Income

on page 94 of this report.}

of our expected production, and puts represent
18% of our naturai gas hedges and 41% of our
ofl and NGL hedges. For our natural gas and

oil production that we have hedged with puts,
we will fully participate in any commodity
price upside beyond $8.07 per Mcl and
$72.90 per barrel. We strategically utifized
puts in our hedging program so that we could
retain upside and participate in the very strong
commodity price environment that we are
currently gxperiencing.

Our hedging program is designed to provide
long-term cash flow predictability to pay
distributions to our unitholders and manage

our business. Currently, we use swaps and

puts to hedge natural gas and oil production, We
atso use oil puts to hedge revenues associated
with our NGL production, Swaps establish a total proved and unproved reserve potential to
Tixed price and put options set a price floor with _ approximately 3.3 Tcfe, We have not vet included
the potenfial for realzed commodity price any Marcellus and Waodford Shale potential™
upside beyond the hedge price. In 2007, our in our defined inventory set of 5,800 drilling
hedges provided realized cash proceeds of

543 million, which is greater revenue than

Linn Energy currently has proved reserves
of 1.9 Tefe and a total of 5,800 drilling locations.
In addition, we believe we have unbooked risked

locations or reserve potential.

reserve potential of at least 1.3 Tcfe, bringing our

OIL & GAS REVENUE ($ MILLIONS)

2006 /7 $80.4
2007 /A0 $318.2

ADJUSTED EBITDA ($ MILLIONS)

2006 // $75.8
007 L0007 $3015

Linn ENergy e

FREQUENTLY

ASKED QUESTIONS

WHAT IS COMMODITY “HEDGING?”

Commodity “hedging” refers to contracts
Linn Energy enters into now to sell oil and
gas at a certain price at a later date. These
contracts help o protect Linn Energy’s future
cash flow against market fluctuations and its
ability to pay distributions.

HOW ARE THESE CONTRACTS
REPORTELD IN LINN ENERGY'S
INGOME STATEMENT?

Current accounting principles require
these jong-term contracts to be valued
in the Company’s income statement as if
Linn Energy were selling all of them naw,
not holding them to maturity.

HOW DOES THIS ACCOUNTING
TREATMENT IMPACT LINN ENERGY'S
2007 INCOME STATEMENT?

As prices increase, Linn Energy must show
nan-cash losses for changes in the value

of these contracts as if they were a cost

to the Company, resutting in a smaller net
income figure in the income statement. This
accounting doesn’t impact the Comp

actual operations or Adjusted EBITDA.

WHAT’S THE BEST WAY TO EVALUATE
LINN ENERGY'S PERFORMANCE?

A clearer view of Linn Energy
performance is found in the Compan
production figures, Adjusted EBITDA
and distributions to unitholders.
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Productive well. A well that is found to be capable of producing hydrocarbons in
sufficient quantities such that proceeds from the sale of such production exceeds
production expenses and {axes.

Proved developed reserves. Reserves that can be expected to be recovered through
existing wells with existing equipment and operating methods. Additiona! cil and gas
expected to be obtained through the application of fluid injection or other improved
recovery techniques for supplementing the natural forces and mechanisms of primary
recovery are inctuded in “proved developed reserves” only after testing by a pilot
project or after the operation of an installed program has confirmed through production
response that increased recovery will be achieved.

Proved reserves. Proved oil and gas reserves are the estimated quantities of gas,
natural gas figuids and oil which geological and engineering data demonstrate with
reasenable certainty to be recoverable in future years from known reservoirs under
existing economic and operating conditions, i.e., prices and costs as of the date the
estimate is made. Prices include consideration of changes in existing prices provided
only by contractual arrangements, but not on escalations based on future conditions.
The definition of proved reserves is in accordance with the Securities and Exchange
Commission’s definition set forth in Reguiation S-X Rule 4-10(a) and its subsequent
staff interpretations and guidance.

Proved undeveloped drilling location. A site on which a development weli can
be drilled consistent with spacing rules for purposes of recovering proved
undeveloped reserves.

Proved undeveloped reserves or PUDs. Reserves that are expected to be recovered
from new wells on undrilled acreage or from existing wells where a relatively major
expenditure is required for recomptetion. Reserves on undrilled acreage are limited to
those drilling units offsetting productive units that are reasonably certain of production
when drilled. Proved reserves for other undrilled units are claimed only where it can
be demonstrated with certainty that there is continuity of production from the existing
productive formation. Estimates for proved undeveloped reserves are not attributed

to any acreage for which an application of fluid injection or other improved recovery
technique is contemplated, unless such techniques have been proved effective by
actual tests in the area and in the same reservoir.

u il
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Recompletion. The completion for production of an existing wellbore in another
formation from that which the well has been previously completed.

Reservoir. A porous and permeable underground formation containing a natural
accumulation of economically productive oil and/or gas that is confined by
impermeable rock or water barriers and is individual and separate from other reserves.

Royalty interest. An interest that entities the owner of such interest to a share of the
mineral production from a property or to a share of the proceeds therefrom. tt does not
contain the rights and obfigations of operating the property and normally does not bear
any of the costs of exploration, development and operation of the property.

SEC. Securities and Exchange Commission.

Standardized Measure. Standardized Measure, or standardized measure of
discounted future net cash flows relating to proved oil and gas reserve guantities, is
the present value of estimated future net revenues 10 be generated from the production
of proved reserves, determined in accordance with the rules and regulations of the
Securities and Exchange Commission (using prices and costs in effect as of the date
of estimation} without giving effect to non-property related expenses such as general
and administrative expenses, debt service and future income tax expenses or to
depreciation, depletion and amortization and discounted using an annual discount rate
of 10%. The Company's Standardized Measure does not include future income tax
expenses because the reserves are owned by its subsidiaries, which are not subject to
income faxes.

Successful well. A welt capable of producing oil, gas and/or NGL in commercial quantities.

Undeveloped acreage. Lease acreage on which wells have not been drilled or
completed to a point that would permit the production of commercial quantities of oil
and gas regardless of whether such acreage contains proved reserves.

Unproved resources. Resources that are considered less certain to be recovered
than proved reserves. Unproved resources may be further sub-classified to denote
progressively increasing uncertainty of recoverability.

Working interest. The operating interest that gives the owner the right to drill, produce
and conduct operating activities on the property and a share of production.

Workover. Maintenance on a producing well to restore or increase production.
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The following provides a summary of acquisitions of working and royaliy interests the
Company has completed from inception through the date of this report;

AGGREGATE
#OF GROSS CONTRACT PRICE

YEAR  ACQUISITIONS WELLS ™ OPERATING REGION {in millions)
2003 1 4 I 498 | Appalachian Basin I § 520
2004 | 2 | 698 | Appalachian Basin | 25.9
2005 | 3 | 718 | Appaiachian Basin | 124.5
2006 5 1,430 Mid-Continent, Appalachian 451.7

t [ | Basin and Western |
2007 | 8 | 4,505 | Mid-Continent, Appalachian | 26789

Basin and Westemn

2008 ! 2 ' 2450 ! Mid-Continentand | 566.9

| | | Appalachian Basin |

[ 24 | 10,299 | | $ 38999

™ Gross wells do not include approximatety 1,800 wells associated with royalty interest acquisitions.

From inception through the date of this report, the Company has completed 24
acquisitions of working and royaity interests in oif and gas properties and related
gathering and pipeline assets. Total acquired proved reserves were approximately 1.9
Tcfe at an acquisition cost of approximately $2.11 per Mcfe. See Note 2 for additional
details about the Company’s acquisitions.

The Company finances acquisitions with a combination of proceeds from the issuance
of its units, bank borrowings and cash flow from operations. During 2007, the Company
completed three private ptacements of its units, with gross proceeds of $2.12 billion.
.ccn_._m 2006, the Company completed one additional private placement, with gross
proceeds of $305.0 million. See “Recent Developments” below and also Note 4 for
additional details about the Company’s private placement of units.

Efficiently Operate and Develop Acquired Properties

The Company has centralized the operation of its acquired properties into defined
operating regions to minimize operating costs and maximize production and capital
efficiency. The Company maintains a large inventory of drilling and optimization projects
within each region 1o achieve organic growth from its capital development program.

5 . Linn m_._m_d< I

The Company seeks to be the operator of its properties so that it can develop

drilling programs and optimization projects that not only replace production, but

add value through reserve and production growth and future operational synergies.
The Company's development program is focused on lower-risk, repeatable drilling
opportunities to maintain and/or grow long-term cash flow. Many of the Company’s
wells are completed in multiple producing zones with commingled production and
long economic lives. The number, types and location of wells the Company drills vary
depending on its capital budget, the cost of each well, anticipated production and the
estimated recoverable reserves attributable to each well. In addition, the Company
seeks to deliver attractive financial returns by leveraging its purchasing power,
experienced workforce and scalable infrastructure. For 2008, the Company estimates
its tota! drilling and development capital expenditures will be between $250.0 million
and $300.0 million. This estimate is under continuous review and is subject to
on-geing adjustment.

Capture Cash Flow Margin Through Commodity Price and Interest Rate Hedging

The Company has derivative contracts in place covering a significant portion of its
forecasted production volumes through 2012, or five years, to capture cash flow
margins and provide Jong-term cash flow predictability to pay distributions and manage
its business. Currently, the Company utilizes swaps and puts to hedge oil and gas
production and oil puts to hedge NGL production. Swap contracts establish a fixed price
and put options set a price floor with the potential for realized commodity price upside
beyond the hedge price floor. For 2008, the Company's production is approximately
97% hedged. As of February 22, 2008, puts represent 25%., 27%, 36%, 40% and

16% of annual hedged volume for all commodities for each of the years ended
December 31, 2008 through December 31, 2012.

In addition, the Company enters into interest rate hedges to minimize the effects of
fluctuations in interest rates. Currently, the Company utilizes LIBOR swaps to convert
its borrowing rate on indebtedness under its credit facility from a floating to fixed rate.
As of February 1, 2008, the Company has swapped LIBOR on approximately 61% of its
outstanding debt at a fixed rate of 4.20% for 2008 and 5.06% for 2009 and 2010. For
additional details about the Company’s interest rate swap agreements and commodity
derivative contracts, see Part Il. ltem 7. “Management’s Discussion and Analysis of
Financial Condition and Results of Operation” and Item 74, “Quantitative and Qualitative
Disclosures About Market Risk.” See also Note 8 and Note 9.
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OPERATING REGIONS
Mid-Continent

The Mid-Continent is the Company’s largest region, and as noted above, includes two
key core operating areas. First, the Texas Panhandle area, which consists of shallow
oil and gas production from the Brown Dolomite formation at depths of approximately
3,200 feet and the Deep Granite Wash formation which produces at depths ranging
from 8,900 feet to 16,000 feet. The second core area is located primarily in Oklahoma.
Producing depths range from 6,000 feet to 20,000 feet in this area.

Texas Panhandte proved reserves represented approximately 33%, of total proved
reserves at December 31, 2007, of which 53% were proved developed reserves.

This area produced 71.6 MMcfe/d, or 36%, of the Company’s fourth quarter 2007
production. During 2007, the Company invested approximately $104.0 million to drilt in
the Texas Panhandle. Buring 2008, the Company anticipates spending 60% to 65% of

its total capital budget for development activities in this area.

The Oklahoma proved reserves represented approximately 41%, of total proved
reserves at December 31, 2007, of which 83% were proved developed reserves.

This area produced 92.7 MMcfe/d, or 46%, of the Company’s fourth quarter 2007
production. During 2007, the Company invested approximately $40.0 million to drill in
Oklahoma. During 2008, the Company anticipates spending 25% to 30% of its total
capitat budget for development activities in this area.

In order to more efficiently transport its gas to market, the Company owns and operates
a network of gas gathering systems comprised of approximately 800 miles of pipeline
and associated compression and metering facilities which connect to numerous sales
outlets in the Texas Panhandle.

Appalachian Basin

The Appalachian Basin includes fields in West Virginia and Pennsylvania. Appalachian
Basin proved reserves represented approximately 12%, of total proved reserves at
December 31, 2007, of which 75% were proved developed reserves. This region
produced 24.3 MMcfe/d, or 12%, of the Company's fourth quarter 2007 production.
During 2007, the Company invested approximately $34.3 million to drill in the
Appalachian Basin. During 2008, the Company anticipates spending 10% to 12% of its
totat capital budget for devetopment activities in the Appalachian Basin region.

T wu  LinnEnergy wiunomms

The proximity of the Company’s properties in this region te major United States
consuming markets allows the Company to receive premium pricing on this production.
In order to more efficiently transport its gas to market, the Company owns and operates
a network of gas gathering systems comprised of approximately 1,000 miles of pipeline
and associated compression and metering facilities which connect to numerous sales
outlets on seven interstate and six intrastate pipelines in the Appalachian Basin. During
2007, the Company invested approximately $17.2 million to expand its network of
pipeling in this region.

The Company also performs limited gas gathering activities for others on non-
jurisdictional gathering systems, primarily in Pennsylvaniz. The Company aggregates
these volumes with production and sells all the gas through meters to the same
purchasers. These revenues are collected and distributed to the third party producers in
the normal course of business.

Western

Western consists of the Brea Olinda Field of the Los Angeles Basin in California. The
Brea Ofinda Field was discovered in 1880 and produces from the shallow Pliocene
formation to the deeper Miocene formation. Western proved reserves represented
approximately 14%, of total proved reserves at December 31, 2007, of which 86%
were proved developed reserves. This region produced 11.6 MMcfe/d, or 6%, of

the Company’s fourth quarter 2007 production. During 2007, the Company invested
approximately $2.4 million to drill in this region. During 2008, the Company anticipates
spending less than 5% of its totat capital budget for development activities in the
Western region.

The Western region also includes the operation of a gas processing facility which
processes produced gas frem Company and third party wells, Processed gas is utilized
to generate electricity which is used in the field to power equipment, resulting in
reduced operating costs. Revenues are also generated from the safe of excess power
and associated NGL.
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Productive Wells

The following table sets forth information relating to the productive wells in which the
Company owned a working interest as of December 31, 2007. Productive wells consist
of producing wells and wells capable of production, including wells awaiting pipeline
or other connections to commence deliveries. “Gross” wells refers to the total number
of producing wells in which the Company has an interest, and “net” wells refers to the
sum of its fractional working interests owned in gross wells. The number of wells
below do not include approximately 1,800 productive wells in which the Company
lowns a royalty interest only.

GAS WELLS OIL WELLS TOTAL WELLS

GROSS NET GROSS NET GROSS NET
Operated™ 1 4133 | 3421 T 1505 | 1406 | 5638 | 4827
Non-operated @ | 1,413 | 231 | 254 | 27 | 1667 | 258
Total @ | 5546 | 3652 ; 1759 | 1433 | 7305 | 5085

® 10 operated wells had multiple completions at December 31, 2007,
@ 3 non-operated wells had muitiple completions at December 31, 2007.
M Does nat include approximately 2,450 gross wells acquired in January 2008, See “Recent Developments” above.

Developed and Undeveloped Acreage

The following sets forth information as of December 31, 2007, relating to
leasehold acreage:

DEVELOPED ACREAGE  UNDEVELOPED ACREAGE TOTAL ACREAGE

GROSS NET GROSS NET GROSS MET
Operated I 968486 | 604391 | 356,703 | 215288 | 1,325279 | 819679
Non-operated | 641,397 | 100506 | 57456 | 31450 | 698,853 | 131,956
Total [ 1,609,883 | 704897 | 414,240 | 246,738 | 2,024,132 | 951,635

PRODUCTION, PRICE AND COST HISTORY

The Company’s gas preduction is primarily sold under market sensitive price contracts,
which typically sell at differentials to the NYMEX or PEPL gas prices due to the Btu
content and the proximity to major consuming markets. The Company’s gas production
is sold to purchasers under percentage-of-proceeds contracts, percentage-of-index
contracts or spot price contracts. By the terms of the percentage-of-proceeds contracts,
the Company receives a percentage of the resale price received by the purchaser for
sales of residual gas and NGL recovered after transportation and processing of gas.
These purchasers sell the residual gas and NGL based primarily en spot market prices.
Under percentage-of-index contracts, the price per MMBtu the Company receives

for gas is tied to indexes published in Gas Daily or inside FERC Gas Markel Report.
Although exact percentages vary daily, as of December 31, 2007, approximately 85% of
the Company’s gas production was sold under short-term contracts at market-sensitive
or spot prices. The remainder was sold under long-term contracts.

The Company’s oil and NGL production is primarily sold under market sensitive
percentage-of-index contracts and percentage-of-proceeds contracts and as of
December 31, 2007, approximately 60% of its oil production and 95% of its NGL
production was sold under long-term contracts.

As discussed in the “Strategy” section above, the Company enters into derivative
transactions in the form of hedging arrangements to reduce the impact of commaodity
price volatility on its cash flow from operations. By removing price volatility from a
significant portion of its production, the Company has mitigated, but not eliminated,
potential effects of fluctuating oil, gas and NGL prices on its cash flow from operations
for those periods.

Linn m_._m_.g. B
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The data in the above table are estimates. Oil and gas reserve engineering is inherently
a subjective process of estimating underground accumulations of oil and gas that
cannot be measured exactly. The accuracy of any reserve estimate is a function of the
quality of available data and engineering and geclogical interpretation and judgment.
Accordingly, reserve estimates may vary from the quantities of cil and gas that are
ultimately recovered.

These reserve estimates are reviewed and approved by Company senior engineering
staff and management, with final approval by its Chief Operating Officer. The process
performed by the independent engineers to prepare reserve amounts included their
estimation of reserve quantities, future producing rates, future net revenue and the
present value of such future net revenue. The independent engineering firms also
prepared estimates with respect to reserve categorization, using the definitions

for proved reserves set forth in Regulation S-X Rule 4-10(a} and subsequent SEC

staff interpretations and guidance. In the conduct of their preparation of the reserve
estimates, the independent engineering firms did not independently verify the accuracy
and completeness of information and data furnished by the Company with respect to
ownership interests, oil and gas production, well test data, historical costs of operation
and development, product prices, or any agreements relating to current and future
operations of the properties and sales of production. However, if in the course of their
work, something came to their attention which brought into question the validity or
sufficiency of any such information or data, they did not rely on such information

or data until they had satisfactorily resolved their questions relating thereto. Their
estimates of reserves conform to the guidelings of the SEC, including the criteria

of “reasonable certainty,” as it perfains to expectations about the recoverability of
reserves in future years, under existing economic and operating conditions. The
Company has not filed reserve estimates with any Federal authority or agency, with the
exception of the SEC, since the last fiscal year ended.

Future prices received for production may vary, perhaps significantly, from the prices
assumed for purposes of the estimate of Standardized Measure. The Standardized
Measure shown should not be construed as the market value of the reserves at the
dates shown. The 10% discount factor required to be used pursuant to Statements

of Financial Accounting Standards (“SFAS”) No. 69, “Disclosures about Oif and Gas
Producing Activities,” when calculating discounted future net cash flows, may not be
the most appropriate discount factor based on interest rates in effect from time to time
and risks associated with the Company or the oil and gas industry. The Standardized
Measure, no matter what discount rate is used, is materially affected by assumptions
as to timing of future production, which may prove to be inaccurate.

11 ue  Linn Energy

OIL, GAS AND NGL SALES — OPERATIONAL OVERVIEW
General

The Company seeks to be the operator of its properties so that it can control the
drilling programs that not only replace production, but add value through the growth of
reserves and future operational synergies. Many of the Company's wells are completed
in multiple producing zones with commingled production and long economic lives.

Principal Customers

For the year ended December 31, 2007, sales of oil, gas and NGL to Duke Energy
Corporation, Dominion Resources, Inc. and ConocoPhillips accounted for approximately
21%, 20% and 12%, respectively, of the Company's total volumes, or 53% in the
aggregate. If the Company were to lose any one of its major oil and gas purchasers,
the loss could temporarily cease or delay production and sale of its oil and gas in that
particular purchaser’s service area. If the Company were to lose a purchaser, it believes
it could identify a substitute purchaser. However, if one or more of these large gas
purchasers ceased purchasing oil and gas altogether, it could have a detrimental effect
on the oil and gas market in general and on the valume of oil and gas that it is able

to sell.

Competition

The oil and gas industry is highly competitive. The Company encounters strong
competition from other independent operators and master limited partnerships in
acquiring properties, contracting for dritling and other related services and securing
trained personnet.

The Company is also affected by competition for drilling rigs and the availability of
refated equipment. In the past, the oil and gas indusiry has experienced shortages of
drilling rigs, equipment, pipe and personne!, which has delayed development dritling
and has caused significant price increases. The Company is unable to predict when, or
if, stich shortages may occur or how they would affect its drilling program.

Operating Hazards and Insurance

The oil and gas industry involves a variety of operating hazards and risks that could
result in substantia losses from, among other things, injury or loss of life, severe
damage to or destruction of property, natural resources and equipment, pollution or
other envircnmental damage, cleanup responsibilities, regulatory investigation and
penalties and suspension of operations.
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These laws, rules and regulations may also restrict the rate of oil and gas production
below the rate that would otherwise be possible. The regulatory burden on the oil and
gas industry increases the cost of doing business and consequently affects profitability.
Additionally, Congress and federal and state agencies frequently revise environmental
laws and regulations, and any changes that result in more stringent and costly waste
handling, disposat and clean-up requirements for the cil and gas industry could have a
significant impact on operating costs.

The environmental laws and regulations applicable to the Company and its operations
include, among others, the following United States federal laws and regulations:

Clean Air Act, and its amendments, which governs air emissions;
Clean Water Act, which governs discharges to waters of the United States;

Comprehensive Environmental Response, Compensation and Liability Act, which
imposes liability where hazardous reieases have occurred or are threatened to
occur (commonly known as “Superfund”);

Energy Independence and Security Act of 2007, which prescribes new fuel
economy standards and other energy saving measures;

National Envirenmental Policy Act, which governs oil and gas production activities
on federal lands;

* Resource Conservation and Recovery Act, which governs the management of
solid waste;

Safe Drinking Water Act, which governs the underground injection and disposal of
wastewater; and

U.S. Department of Interior regulations, which impose liability for poliution cleanup
and damages.

In addition, the Kyoto Protocol to the United Nations Framework Convention on Climate
Change {“Kyoto Protocol”) requires Annex | countries, including Canada and the United
Kingdom, to reduce their emissions of carbon dioxide and other greenhouse gases. As
a result of the ratification of the Kyoto Protocol and the adoption of legislation or other
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regufatory initiatives designed to impfement its objectives by the national and regional
governments, reductions in greenhouse gases from crude ¢il and natural gas producers
may be required which could result in, among other things, increased operating and
capita! expenditures for those producers. Until such legislation or other regulatory
initiatives are finalized, the impact of the Kyoto Protocol and any such legislation
adopted as a result of its ratification remains uncertain.

Various states regulate the drilling for, and the production, gathering and sale of, oil
and gas, including imposing production taxes and requirements for obtaining drilling
permits. States also regulate the method of developing new fields, the spacing and
operation of wells and the prevention of waste of oil and gas resources. States may
requlate rates of production and may establish maximum daily production allowables
from gas wells based on market demand or resource conservation, or both. States do
not regulate welthead prices or engage in other similar direct economic regulation, but
there can be no assurance that they will not do so in the future. The effect of these
regulations may be 1o limit the amounts of oil, gas and NGL that may be produced from
the Company’s wells and to limit the number of wells or locations it can drill. The oil
and gas industry is also subject to compliance with various other federal, state and
local regulations and laws. Some of those laws relate to occupational safety, resource
conservation and equal opportunity employment.

The Cempany believes that it substantially complies with all current applicable
environmental laws and regulations and that continued compliance with existing
requirements will not have a material adverse impact on its financial condition or
results of operations. However, the Company cannot predict how future environmental
laws and regulations may impact its properties or operations. For the year ended
December 31, 2007, the Company did not incur any material capital expenditures

for installation of remediation or poliution controt equipment at any of the Company’s
facilities. The Company is not aware of any environmental issues or claims that will
require material capital expenditures during 2008 or that will otherwise have a material
impact on its financial position or results of operations.
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the American Institute of Certified Public Accountants, Texas Society of CPAs and the
Institute of Internal Auditors. In addition, she has served on the Presidential Advisory
and the Educational Curriculum Committees of the Texas Society of Certified Public
Accountants and currently serves on the Board of the Greater Houston Convention and
Visitors Bureau.

Charlene A. Ripley is the Senior Vice President, General Counset and Corporate
Secretary and has served in that position since April 2007. Prior to joining the Company,
Ms. Ripley held the position of Vice President, General Counsel, Corporate Secretary and
Chief Compliance Officer at Anadarko Petroleum Corporation from 2006 until April 2007
and served as Vice President, General Counsel and Corporate Secretary from 2004

unti! 2006, Vice President and General Counsel from 2003 to 2004 and Vice President,
General Counsel and Secretary of Anadarko Canada Corporation and its predecessor
companies since 1998, She served as Senior Counsel for Norcen Energy Resources
Limited from 1997 to 1998.

Arden L. WalKer, Jr. is the Senior Vice President — Operations and Chief Engineer of
the Company. Mr. Walker joined the Company in February 2007 to oversee its Western
operations, which includes California, Oklahoma and Texas. In addition, Mr. Walker
serves in the capacity of chief engineer for the Company and is responsible for the
Company's reserve review and booking processes. From Agril 2006 until he joined
the Company in February 2007, Mr. Walker served as Asset Development Manager,
San Juan Business Unit for ConocoPhillips Company. From June 2004 to April 2006,
Mr. Walker served as General Manager, Asset Development in San Juan Division

for Burlington Resources. From January 2002 until June 2004, Mr. Walker served

as Business Development Manager in San Juan Division for Burlington Resources.

Mr. Walker began his career with El Paso Exploration Company in 1982 and has served
in a broad range of engineering, business development and management positions
with Burlington Resources since that time. Mr. Walker is a member of the Society of
Petroleum Engineers, Independent Petroleum Association of America and California
Independent Petroleum Association.
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None of the employees are represented by labor unions or covered by any coliective
bargaining agreement. The Company believes that its relationship with its employees
is satisfactory.
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PRINCIPAL EXECUTIVE OFFICES

The Company Wm Delaware limited liability company with headquarters in Texas. The
principal executive offices are located at 600 Travis Street, Suite 5100, Houston, Texas
77002. The main telephone number is (281) 840-4000.

COMPANY WEBSITE

The Company’s internet address is www.linnenergy.com. The Company makes available
free of charge on or through its website Annual Reports on Form 10-K, Quarterly
Reports on Form 10-Q, Current Reports on Form 8-K, and any amendments to those
reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange
Act of 1934 as soon as reasonably practicable after the Company electronically files
such material with, or furnishes it to, the SEC. Information on the Company’s website
should not be considered a part of, or incorporated by reference into, this Annual Report
on Form 10-K.

The SEC maintains an internet website that contains these reports at www.sec.gov.
Any materials that the Company files with the SEC may be read or copied at the

SEC’s Public Reference Room at 100 F Street, NE, Washington, DC 20549. Information
concerning the operation of the Public Reference Room may be cbtained by calling the
SEC at (800) 732-0330.

FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forward-looking statements that are subject
to a number of risks and uncertainties, many of which are beyond the Company’s
control. These statements may include statements about the Company’s:
* business strategy;
acquisition strateqy;
financial strategy;
dritling locations;
oil, gas and NGL reserves;
realized oil, gas and NGL prices;
production volumes;

lease operating expenses, general and administrative expenses and finding and
development costs;

future operating results; and
plans, objectives, expectations and intentions.
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We actively seek to acquire oil and gas properties. Acquisitions involve potential
risks that could adversely impact our future growth and our ability to increase or
pay distributions.

Any acquisition involves potential risks, including, among other things:

» the risk that reserves expected to support the acquired assets may not be of the
anticipated magnitude or may not be developed as anticipated;

¢ inaccurate assumptions about revenues and costs, including synergies;

significant increases in our indebtedness and working capital requirements;

an inability to transition and integrate successfully or timely the businesses
we acquire;

the cost of transition and integration of data systems and processes;

the petential environmental problems and costs;

« the assumption of unknown liabilities;

limitations on rights to indemnity from the seller;

+ the diversion of management's attention from other business concerns;
increased demands on existing personnel and on our corporate structure;
« customer or key employee losses of the acquired businesses; and

the failure to realize expected growth or profitability.

The scope and cost of these risks may ultimately be materially greater than estimated
at the time of the acquisition. Further, our future acquisition costs may be higher than
those we have achieved historically. Any of these factors could adversely impact our
future growth and our ability to increase or pay distributions.

If we do not make future acquisitions on economically acceptable terms, then our
growth and ability to increase distributions will be limited.

Qur ability to grow and to increase distributions to our unitholders is partially dependent
on our ability to make acquisitions that result in an increase in available cash flow per
unit. We may be unable to make such acquisitions because we are:

+ unable to identify attractive acquisition candidates or negotiate acceptable
purchase contracts with them:;

= unable to obtain financing for these acquisitions on economically acceptable
terms; or

* outhig by competitors,

17 . Linn Energy

In any such case, our future growth and ability to increase distributions will be limited.
Furthermore, even if we do make acquisitions that we believe will increase available
cash flow per unit, these acquisitions may nevertheless result in a decrease in available
cash flow per unit.

We have significant indebtedness under our credit facility and term loan. These
facilities have substantial restrictions and financial covenants and we may have
difficulty obtaining additional credit, which could adversely affect our operations
and our ability to pay distributions to our unitholders.

We have significant indebtedness under our credit facility and term loan. As of
January 31, 2008, we had an aggregate of approximatety $1.99 billion outstanding
under our credit facility and term loan {with additional borrowing capacity of
approximately $314.5 million). As a result of our indebtedness, we will use a portion

of our cash flow to pay interest and principal when due, which will reduce the cash
available to finance our operations and other business activities and could limit our
flexibility in planning for or reacting to changes in our business and the industry in
which we operate. The amount of our indebtedness may also cause us to be more
vulnerable te economic downturns and adverse developments in our business. Qur
ability to access the capital markets to raise capital on favorable terms will be affected
by our debt level and by adverse market conditions resulting from, among other
things, general economic conditions, contingencies and uncertainties that are difficult
to predict and impossible to control. Such a development could adversely affect our
ability to obtain financing for working capital, capital expenditures or acquisitions or to
refinance existing indebtedness.

We depend on these facilities for future capital needs and to fund our distributions.
The credit facility and term loan restrict our ability to obtain additional financing, make
investments, lease equipment, sell assets and engage in business combinations. We
also are required to comply with certain financial covenants and ratios. Our ability to
comply with these restrictions and covenants in the future is uncertain and will be
affected by the levels of cash flow from our operations and events or circumstances
beyond our ¢ontrol. Our failure to comply with any of the restrictions and covenants
could result in a default, which could cause all of our existing indebtedness to be
immediately due and payable.

As noted above, we depend on our credit faciiity for future capital needs. in addition,
we have drawn on our credit facility to fund or partially fund quarterly cash distribution
payments, since we use operating cash flows for investing activities and borrow as
cash is needed. Absent such borrowing, we would have at times experienced a shortfall
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adverse effect on our results of operations in the period incurred and on our ability to
borrow funds under our credit facility, which in turn may adversely affect our ability to
make cash distributions to our unitholders.

Unless we replace our reserves, our reserves and production will decline, which
would adversely affect our cash flow from operations and our ability to make
distributions to our unitholders.

Producing oil, gas and NGL reservoirs are characterized by declining production rates
that vary depending upon reservoir characteristics and other factors. The overall rate
of decline for our production will change if production from our existing wells declines
in a different manner than we have estimated and can change when we drill additional
wells, make acquisitions and under other circumstances. Thus, our future oil, gas and
NGL reserves and preduction and, therefore, our cash flow and income, are highly
dependent on our success in efficiently developing and exploiting our current reserves
and economically finding or acquiring additional recoverable reserves. We may not be
able to develop, find or acquire additional reserves to replace our current and future
production at acceptable costs, which would adversely affect our cash flow from
operations and our ability to make distributions to our unitholders.

Our estimated reserves are based on many assumptions that may prove

to be inaccurate. Any material inaccuracies in these reserve estimates or
underlying assumptions will materially affect the guantities and present value
of our reserves.

No one can measure underground accumulations of oil, gas and NGL in an exact way.
Reserve engineering requires subjective estimates of underground accumulations

of oil, gas and NGL and assumptions concerning future oil, gas and NGL prices,
production levels, and operating and development costs. As a result, estimated
quantities of proved reserves and projections of future production rates and the timing
of development expenditures may prove to be inaccurate. Independent petroleum
engineering firms prepare estimates of our proved reserves. Seme of our reserve
estimates are made without the benefit of a lengthy production history, which are
tess reliable than estimates based on a lengthy production history. Also, we make
certain assumptions regarding future oil, gas and NGL prices, production levels, and
operating and development costs that may prove incorrect. Any significant variance
from these assumptions by actual figures could greatly affect our estimates of
reserves, the economically recoverable quantities of oil, gas and NGL atiributable

to any particular group of properties, the classifications of reserves based on risk of
recovery and estimates of the future net cash flows. Numerous changes over time to
the assumptions on which our reserve estimates are based, as described above, often
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result in the actual quantities of oil, gas and NGL we ultimately recover being different
from our reserve estimates.

The present value of future net cash flows from our proved reserves is not necessarily
the same as the current market value of our estimated oit, gas and NGL reserves. We
base the estimated discounted future net cash flows from our proved reserves on
prices and costs in effect on the day of estimate. However, actual future net cash fiows
from our oil and gas properties also will be affected by factors such as:

e actual prices we receive for oil, gas and NGL;

« the amount and timing of actual production;

+ the timing and success of development activities;
= supply of and demand for cil, gas and NGL; and
« changes in governmental regulations or taxation.

In addition, the 10% discount factor, required to be used pursuant to Statement of
Accounting Standard No. 69 when calculating discounted future net cash flows, may
not be the most appropriate discount factor based on interest rates in effect from time
to time and risks associated with us or the oil and gas industry in general.

Our development operations require substantial capital expenditures, which

will reduce our cash avallable for distribution. We may be unable to obtain
needed capital or financing on satisfactory terms, which could lead to a decline
in our reserves.

The oil and gas industry is capital intensive. We make and expect to continue to make
substantial capital expenditures in our business for the development, production and
acquisition of oil, gas and NGL reserves. These expenditures will reduce our cash
available for distribution. We intend to finance our future capital expenditures with cash
flow from operations and our financing arrangements. Qur cash flow from operations
and access to capital are subject to a number of variables, including:

* our proved reserves;

= the level of oil, gas and NGL we are able to produce from existing wells;
* the prices at which we are able to sell our oil, gas and NGL; and

+ our ability to acquire, locate and produce new reserves.

If our revenues or the borrowing base under our credit facility decrease as a result
of lower oil, gas and NGL prices, operating difficulties, declines in reserves or for any
other reason, we may have limited ability to abtain the capital necessary to sustain
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proved undeveloped locations and 3,441 were other locations. These identified drilting
locations represent a significant part of our growth strategy. Our ability to drill and
develop these locations depends on a number of factors, including the availability of
capital, seasonal conditions, requlatory approvals, oil, gas and NGL prices, costs and
drilling results. In addition, DeGolyer and MacNaughton has not estimated proved
reserves for the 3,441 other drilling locations we have identified and scheduled for
drilling, and therefore there may be greater uncertainty with respect to the success

of drilling wells at these drilting locations. Qur final determination on whether to drill
any of these drilling locations will be dependent upon the factors described above as
well as, to some degree, the results of our drilling activities with respect to our proved
drilting locations. Because of these uncertainties, we do not know if the numerous
drilling locations we have identified will be drilled within our expected timeframe or will
ever be drilled or if we will be able to produce oil, gas and NGL from these or any other
potential drilling locations. As such, our actual drilling activities may materially differ
from those presently identified, which could adversely affect our business.

Drilling for and producing oil, gas and NGL are high risk activities with many
uncertainties that could adversely affect our financial condition or results of
operations and, as a result, our ability to pay distributions to our unitholders.

Qur drilling activities are subject to many risks, including the risk that we will not
discover commercially productive reservoirs. Drilling for oil, gas and NGL can be
uneconamic, not ony fram dry holes, but also from productive wells that do not produce
sufficient revenues to be commercially viable. In addition, our drilling and producing
operations may be curtailed, delayed or canceled as a result of other factors, including:

« the high cost, shortages or delivery delays of equipment and services;

unexpected operationat events;

« adverse weather conditions, particularly seasonal weather conditions in the spring;
facility or equipment malfunctions;

title problems;

 pipeline ruptures or spills;

= compliance with environmental and other governmental requirements;
» ynusual or unexpected geological formations;

loss of drilling fluid circulation;

formations with abnormal pressures;

* fires;

blowouts, craterings and explosions; and

uncontroliable fiows of oil, gas and NGL or well fluids.
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Any of these events can cause increased costs or restrict our ability to drill the wells
and conduct the operations which we currently have planned. Any delay in the drilling
program or significant increase in costs could impact our ability to generate sufficient
cash flow to pay quarterly distributions to our unitholders at the current distribution
level. Increased costs could include losses from personal injury or loss of life, damage
to or destnuction of property, natura! resources and equipment, pollution, environmental
contamination, loss of wells and regulatory penalties. We ordinarily maintain

insurance against certain losses and liabilities arising from our operations. However,

it is impossible to insure against ali operational risks in the course of our business.
Additionally, we may elect not to obtain insurance if we believe that the cost of
available insurance is excessive relative to the perceived risks presented. Losses could
therefore occur for uninsurable or uninsured risks or in amounts in excess of existing
insurance coverage. The occurrence of an event that is not fully covered by insurance
could have a matenial adverse impact on our business activities, financial condition and
results of operations.

Because we handle oil, gas and NGL and other hydrocarbons, we may incur
significant costs and liabilities in the future resulting from a failure to comply
with new or existing environmental requlations or an accidental release of
hazardous substances into the environment.

The operations of our weils, gathering systems, turbines, pipelines and other facilities
are subject to stringent and comptex federal, state and tocal environmenta! laws and
regutations. These include, for example:

« the federal Clean Air Act and comparable state laws and regulations that impose
obligations related to air emissions;

» the federa! Clean Water Act and comparable state laws and regulations that
impose obligations related to discharges of pollutants into regulated bodies
of water;

« the federal Resource Conservation and Recovery Act (“RCRA”), and comparable
state laws that impose requirements for the handling and disposal of waste from
our facilities; and

« the Comprehensive Environmental Response, Compensation and Liability Act of
1980 (“CERCLA™}, also known as “Superfund,” and comparable state laws that
regulate the cleanup of hazardous substances that may have been released at
properties currently or previousiy owned or operated by us or at locations to which
we have sent waste for disposal.
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Any failure to develop or maintain effective internal controls, or difficutties encountered
in implementing or improving our internal controls, could harm our operating results or
cause us to fail to meet certain reporting obligations. Ineffective intemal controls could
also cause investors to lose confidence in our reported financial information, which
could have a negative efiect on the trading price of our units.

RISKS RELATED TO OUR STRUCTURE

Our management may have conflicts of interest with the unitholders. Our limited
liability company agreement limits the remedies available to our unitholders in
the event unitholders have a claim relating to conflicts of interest.

Conflicts of interest may arise between our management on one hand, and the
Company and our unitholders on the other hand, related to the divergent interests

of our management. Situations in which the interests of our management may

differ from interests of our non-affiliated unithelders include, among others, the
following situations:

= our limited liability company agreement gives our Board of Directors broad
discretion in establishing cash reserves for the proper conduct of our business,
which will affect the amount of cash available for distribution. For example, our
management will use its reasonable discretion to establish and maintain cash
reserves sufficient to fund our drilling program;

« our management team determines the timing and extent of our drilling program
and related capital expenditures, asset purchases and sales, borrowings,
issuances of additional membership interests and reserve adjustments, ali of
which will affect the amount of cash that we distribute to our unitholders: and

« Affiliates of our directors are not prohibited from investing or engaging in other
businesses or activities that compete with the Company.

We do not have the same flexibility as other types of organizations to accumulate
cash and equity to protect against illiquidity in the future.

Unlike & corporation, our limited liability company agreement requires us to make
quarterly distributions to our unitholders of all available cash reduced by any amounts
of reserves for commitments and contingencies, including capital and operating

costs and debt service requirements. The value of our units may decrease in direct
comrelation with decreases in the amount we distribute per unit. Accordingly, if we
experience a liquidity problem in the future, we may have difficulty issuing more equity
1o recapitalize.

23w Lion Energy vmmuenn

Our tax treatment depends on our status as a partnership for federal income

tax purposes, as well as our not being subject to a material amount of

entity-level taxation by individual states. If the IRS were to treat us as a

corporation for federal income tax purposes or we were to become subject

to entity-level taxation for state tax purposes, taxes paid, if any, would reduce

the amount of cash available for distribution.

The anticipated after-tax economic benefit of an investment in our units depends
largely on our being treated as a partnership for federal income tax purposes. We have

not requested, and do not plan to request, a ruling from the IRS on this or any other tax

matter that affects us.

It we were treated as a corporation for federal income tax purposes, we would pay
federal income tax on our taxable income at the corporate tax rates, currently at

a maximum rate of 35%, and would likely pay state income tax at varying rates.
Distributions would generally be taxed again as corporate distributions, and no income,
gain, loss, deduction or credit would flow through to unitholders. Because a tax may be
imposed on us as a corporation, aur cash available for distribution to our unitholders
could be reduced, Therefore, freatment of us as a corporation would result in a material
reduction in the anticipated cash flow and after-tax return to our unitholders, likely
causing a substantial reduction in the value of our units.

Current law or our business may change so as to cause us to be treated as a
corporation for federal income tax purposes or otherwise subject us to entity-level
taxation. In addition, because of widespread state budget deficits and other reasons,
several states are evaluating ways to subject partnerships and limited liability
companies to entity-level taxation through the imposition of state income, franchise
or other forms of taxation. For example, beginning in 2008, we will be required to
pay Texas franchise tax at a maximum effective rate of 0.7% of our gross income
apportioned to Texas in the prior year. Imposition of such a tax on us by Texas

and, if applicable, by any other state, will reduce the cash available for distribution
to our unitholders.

Our unitholders may have more complex tax reporting and may be required to
pay taxes on income even if they do not receive any cash distributions from us.
Our unitholders are required to pay federal income taxes and, in some cases, state and
iocal income taxes on their share of our taxable income, whether or not they receive
cash distributions from us. Qur unitholders may not receive cash distributions from us
equal to their share of our taxable income or even equal to the actual tax liabiiity that
results from their share of our taxable income. Furthermore, distributions to unitholders
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PART I

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY,
RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES
OF EQUITY SECURITIES

MARKET INFORMATION

The Company’s units are listed on The NASDAQ Global Select Market (“NASDAQ") under
the symbol “LINE” and began trading on January 13, 2006, after pricing of its initial
public offering. At the close of business on January 31, 2008, there were approximately
411 unitholders of record.

The following presents the range of high and low last reported sales prices per unit,
as reported by NASDAQ, for the quarters indicated. In addition, distributions declared
during each quarter are presented.

UNIT PRICE RANGE

CASH DISTRIBUTION
QUARTER HIGH Low DECLARED PER UNIT
2007 _ I |
October 1 — December 31 | $ 30.79 I $ 2288 _ $ 057
July 1 - September 30 $ 37.80 $ 31.64 $ 057
April 1 - June 30 | $ 2961 ! $ 3247 | $ 0.52
January 1 — March 31 | % 3505 | § 3016 | $ 052
2006: _ | _
October 1 — December 31 $ 3346 $ 21 $ 043
July 1 — September 30 | $ 2410 ! $ 2008 | § 040
April 1 - June 30 | $ 2100 | § 1872 | $ 032
January 13 - March 31 | $ 2235 | § 1955 | $ —

25 un  Linn Energy w

DISTRIBUTIONS

The Company's limited liability company agreement requires it to make quarterly
distributions to untiholders of all “available cash.” Available cash means, for each fiscal
quarter, ali cash on hand at the end of the quarter less the amount of cash reserves
established by the Board of Directors to:

+ provide for the proper conduct of business (including reserves for future capital
expenditures, future debt service requirements, and for anticipated credit needs);

= comply with applicable laws, debt instruments or other agreements;

= plus all cash on hand on the date of determination of available cash for the
quarter resulting from working capita! borrowings made after the end of the
quarter for which the determination is being made. Working capital borrowings are
borrowings that will be made under the Company’s credit facility and in all cases
are used solely for working capital purposes or to pay distributions to unitholders,

See Partil. Item 7. “Management's Discussion and Analysis of Financial Condition and
Results of Operation — Liquidity and Capital Resources” for a discussion on the payment
of future distributions.
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YEAR ENDED DECEMBER 31, PERIOD FROM MARCH 14, 2003
{dolfars and units in thousands) 2007 2006 2005 2004 (INCEPTION) - DECEMBER 31, 2003
Statement of operations data: ! I ] _ |
Oil, gas and NGL sales _ $ 318226 _ $ 80,393 _ $ 44 645 _ $ 19,502 _ 3 2,379
Gain ¢oss) on il and gas derivatives {345,537) 103,308 {76,193} {(11,004) (1,437)
Total revenues | (7,230 | 191,058 | (26,481) | . 9,178 | 946
Operating income (loss) | (266,743) | 103,931 _ (48,864) _ (1,204) | (1,197}
Depreciation, depletion and amortization 97,964 24,173 7,294 3,656 562
Interest expense _ 62,130 | 25857 | 8043 | 3530 | 517
Net income (loss) _ {364,349) [ 79,185 [ (56,351) [ (4,816} _ (1,688}
Net income (loss) per unit—basic - (5.29) 2.64 (2.75) (0.23) (0.06)
Net Income (loss) per unit ~ diluted _ 5.20) | 261 | @75 | 023 | (0.06)
Distributions declared per unit [ 218 116 — — —
Weighted average units outstanding _ 68,916 | 28,281 | 20,518 | 20,518 _ 27,813
Gash flow data:
Net cash provided by {used in): | | | | |
Operating activities @ | $ (44814 _ $ (6,805) _ $ (29,518) _ $ 10,351 i $ {135)
Investing activities (2,892,420) {651,631) {150,898) (61,373) (35,344)
Financing activities _ 2,932,080 | 553990 | 189,269 | 31,167 | 57,521
Capital expenditures _ 2,896,958 _ 551,737 _ 150,849 | 63,594 _ 32,363
Balance sheet data:
Total assets | §$ 3706569 | s ogosg2 | s 280924 | $ 105425 | s 79,177
Long-term debt _ 1,443,830 _ 428,237 | 207,695 | 72,750 _ 41,518
Unitholders™ capital (deficit) | 2,026,641 | 450,954 | (46,831) | 9,520 | 14,336
Operating data:
Production: j | | i |
Gas (MMcf) 27,00 8,599 4,720 310 304
Qil (MBbls) _ 1,271 _ 370 _ 20 ! 10 | 3
NGL (MBbis) | g2 | — i — — —
Total (MMcte) [ 40,579 I 10,818 i 4839 | 3112 | 492
Average daily production (MMcle/d) 11.2 29.6 13.3 8.5 23
Estimated Net Proved Reserves: | _ _ _ _
Gas (Beh _ 1,028.9 _ 274.0 _ 1919 _ 118.9 [ 68.9
Qil (MMBbls} 548 30.0 0.2 0.1 0.2
NGL (MBbls) _ a1 | — | — | — | —
Total (Bcfe) _ 16160 | 4541 | 1932 | 198 | 69.8
Total Weighted Average Prices: . , ,
Hedged (Mcfe}® g go1 | s g79 ' 3 651 ' 8§ 555 ! $ 517
inhedged {(Mclie) ® | & 784 | $ 743 | 8 323 | 3 6.27 | 3 4.84

) During 2005, the Company canceled (before their original settiement date} a portion of out-of-the-money gas swaps and realized a loss of $38.3 million. The Company subsequently hedged similar
volumes at higher prices. The remaining 2005 loss relates to losses on derivative positions seftled in 2005 at scheduled maturity dates that were not related to the cancellation of out-of-the-money
gas hedges.

@ Includes premiums paid for derivatives of approximately $279.3 miltion, $49.8 million and $1.6 millien for the years ended December 31, 2007, 2006 and 2005, respectively.

% Hedped amounts include the effect of realized gains and losses on derivatives and unhedged amounts do not.
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Private Placements

During 2007 and 2006, the Company closed four private placements of units to groups of institutional investors.

GROSS PROGEEDS
DATE ISSUED (in thousands) UNITS ISSUED DATE GONVERTED TO UNITS ) DATE REGISTERED WITH SEC DATE LOCK-UP EXPIRED @
August 2007: [ I [ [ I
Units | § 416000 | 12,999,989 | _ | December 2007 _ February 14, 2008
D Units \ 1,084,000 | 34,997,005 , November 2007 | December 2007 | February 14, 2008
_ $ 1500000 | 47,996,994 '
June 2007 I I | _ _
Units | $§ 260,000 | 7,761,194 | | December 2007 | February 14, 2008
February 2007;
Units ! L3 172,904 _ 6,650,144 _ _ December 2007 ! Becember 14, 2007
C Units _ 187,096 f 7,465,946 | April 2007 I December 2007 | Decemnber 14, 2007
_ $ 360,000 | 14,116,090 j | _
October 2006: _ | _
Units ! $ 116,228 5,534,687 ! ’ December 2007 December 14, 2007
B Units | 188772 | 9,185,965 _ January 2007 _ December 2007 ; December 14, 2007
! $ 305000 | 14720652 | [ !

O} Not applicable for units.
@ Lock-up expiration date represents date investors were allowed to sell or transfer units per terms of purchase agreements.

The proceeds from the private placements, net of expenses, were used to finance acquisitions and to repay indebtedness under the Company’s credit facility. See Note 4 for
additional details about the private placements.
Operating Regions
The Company's oil, gas and NGL properties are currently located in three regions in the United States:
» Mid-Continent, which includes the core operating areas Texas Panhandle and Oklahoma;

» Appalachian Basin, which includes fields in West Virginia and Pennsylvania; and
» Western, which includes the Brea Olinda Field of the Los Angeles Basin in California.
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Results of Operations — Year Ended December 31, 2007

YEAR ENDED DECEMBER 31,
CGompared to Year Ended December 31, 2006 2007 2006 VARIANCE
The following provides selected financial and operating data for the years indicated: Production: _ _ _
Gas production {(MMcf) _ _ 27001 8598 | 2140%
YEAR ENDED DECEMBER 31, 0il production (MBbls) | 1,271 | 370 | 243.5%

{in thousands) 2007 2006 VARIANCE NGL production (MBbls) 992 - —_

Revenues: | I Total production {MMcfe) _ 40579 | 10818 | 2751%
Gas sales $ 178827 | % 61,641 | 8 116,986 Average daily production (MMcfe/d) _ 11.2 | 29.6 _ 275.7%
(il sales 84,538 18,752 65,786
NGL sales 55,061 | _ | 55,061 Weighted average prices (hedged): ! ! !

Total oil, gas and NGL sales 318226 | 80,393 | 237,833 Gas (Mch I 3 819 | $ 979 ] (16.3)%
Gain (loss) on oil and gas derivatives (345,537 _ 103,308 _ (448,845) Qil (Bbly @ i $ 66.15 _ $ 58.68 _ 12.7%
Natural gas marketing revenues 15,537 5,598 9,939 NGL {Bbl) $ 5675 3 — —
Other revenues 4,537 _ 1,759 _ 2,778 | | |

Total revenues . 8 (72370 | § 19,058 | $ (198,295) Weighted average prices (unhedged): | | _

Expenses: _ _ Gas {Mcf) _ $ 662 | $§ 717 | (7.71%
Operating expenses $ 88,527 5 18098 § 70,428 0il (Bbl) @ $ 66.51 $ 50.68 31.2%
Natural gas marketing expenses 12,506 | ag62 | 7.734 NGL (Bb) | s 5651 | § — | —
Genera! and administrative expenses 57,188 | 39,993 | 17,195 | | [

Data license expenses 323 | — 3,231 Average unit costs per Mcfe of production: _ | _
Depreciation, depletion and amortization 97,964 24173 73,70 Operating expenses $ 218 $ 167 30.5%

Total expenses $§ 250506 | § 87127 1§ 172379 General and administrative expenses®® | § 141 1§ 370 | r.9%

Other income and {expenses) $ 84,033) | § (28,148} & {65,885} Depreciation, depletion and amortization | $ 241 | § 223 | 8.1%

{t

Includes the effett of realized gains of $43.2

Decemnber 31, 2007 and 2006, respectively.

@ Qil production in California is sold pursuant to a long-term contract at 79% of NYMEX, and with gravity increase
due to NGL being mixed into the oil strearn, prices realized average approximately 82% of NYMEX.

M Does not include the effect of realized gains on derivatives.

#  The measure for the years ended December 31, 2007 and 2006 includes approximatety $13.9 million and $21.6

million, respectively, of unit-based compensation and unit warrant expense. The year ended December 31, 2006

also includes approximately $2.0 million of IPQ bonuses, Excluding these amounts, general and administrative

expenses for the years ended December 31, 2007 and 2006 were $1.07 per Mcfe and $1.51 per Mcfe,

respectively. This is a non-GAAP measure used by Company management to analyze its performance.

illion and $25.5 million on derfvatives for the years ended
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General and administrative expenses include the costs of employees and executive
officers, related benefits, office leases, professional fees and other costs not directly
associated with field operations. General and administrative expenses increased to
approximately $57.2 million for the year ended December 31, 2007, from $40.0 million
for the year ended December 31, 2006. The increase in general and administrative
expenses was primarily due to costs incurred to support the Company’s rapid growth
through acquisitions and position the Company for future growth. In conjunction with
expansion and development of the organization during 2007, the Company hired
approximately 150 employees (including approximately 100 corporate, administrative
and support employees with the Mid-Continent acquisition) and as a result, salaries
and benefits expense increased approximately $13.5 million over 2006. Costs to
perform the necessary functions associated with being a growing company were
$14.2 million during 2007, compared to $6.1 million during 2006. These costs include
expenses for recruitment of key management team members, acquisition related data
conversion and integration, public partnership tax reporting, audit fees, legal fees,
proxy and printing costs and other professional fees, including costs related to
compliance with Section 404 of the Sarbanes-Oxley Act of 2002. In addition, acquisition
costs that are not eligible for capitalization, including internal and indirect costs for
completed acquisitions, as well as direct costs associated with acquisition efforts

that have not reached fruition, contributed to the increase. The increase in general

and administrative expenses was partially offset by lower employee unit-based
compensation expense, which decreased to $9.5 million {exclusive of amounts
associated with certain of the new employees) during the year ended December 31,
2007, from $21.6 million during 2006. Unit-based compensation expense incurred
during the year ended December 31, 2006 was higher compared to that incurred in
2007, primarily due to expense associated with unit awards granted in conjunction
with the Company’s IPQ in January 2006. General and administrative expenses are
presented net of approximately $0.9 million and $1.1 million during the years ended
December 31, 2007 and 2006, respectively, which represent expense reimbursements
from other working interest owners.

The Company incurred expenses of approximately $3.2 million for initial, one-time
data license fees during the year ended December 31, 2007. These expenses primarily
represent fees for access to 3-D sefsmic and other data libraries in the Mid-Continent
to enable the Company to maximize drilling opportunities in that region.

Depreciation, depletion and amortization increased to approximatety $98.0 million
for the year ended December 31, 2007, from $24.2 million for the year ended
December 31, 2006. Of this increase, approximately $37.9 million was as a result
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of depletion related to the Mid-Continent acquisition in August 2007. The properties
acquired in the Mid-Continent acquisitions eartier in 2007 contributed approximately
$12.4 million to the increase. Although total depreciation, depletion and amortization
increased during 2007 due to higher total production levels, the reserves in the
acquired Texas, Oklahoma and California properties have tower depletion rates than the
reserves in the Appalachian Basin. Depreciation, depletion and amortization expenses
include impairment expense of $3.3 million and $1.0 million for the years ended
December 31, 2007 and 2006, respectively.

Other income and {expenses) increased tc a net expense of $94.0 million for the year
ended December 31, 2007, compared to a net expense of $28.1 million for the year
ended December 31, 2006, primarily due to increased interest expense from increased
debt levels associated with borrowings to fund the Mid-Continent acqui
drilling. Cash payments for interest increased to $57.3 million for the year ended
December 31, 2007, compared to $24.1 million for the year ended December 31, 2006.
The Company’s interest rate swaps were not designated as cash flow hedges under
SFAS No. 133, “Accounting for Derivative instruments and Hedging Activities,”

as amended, (“SFAS 133"}, even though they reduce exposure to changes in interest
rates (see Note 8). Therefore, the changes in fair values of these instruments were
recorded as a loss of approximately $29.5 million and a gain of approximately $82,000
for the years ended December 31, 2007 and 20086, respectively. These amounts are
non-cash items,

Income tax was an expense of approximately $3.6 million for the year ended
December 31, 2007 and a benefit of approximately $3.4 mitlion for the year ended
December 31, 2006. The Company is a limited liability company treated as a
partnership for federat and state income tax purposes. Certain of the Company's
subsidiaries are Subchapter C-corporations subject to corporate income taxes. The
Company's taxable subsidiaries generated net operating losses for the year ended
December 31, 2006. Management has subsequently recovered expenses through
an intercompany charge for services from Linn Operating, Inc. to Linn Energy, which
resulted in a corresponding tax expense in the year ended December 31, 2007.
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ended December 31, 2006, from 4,720 MMcf during the year ended December 31,
2005. The increase in gas production was due to the drilling of new wells and
production added by the acquisitions of oil and gas properties during 2006 and 2005.
The company drilled 159 welis during 2006 and 110 wells in 2005.

Hedging Activities

During the year ended December 31, 2006, the Company entered into commodity
pricing derivative contracts for approximately 108% of gas production and 50%

of oil production, which resulted in revenues that were $25.5 million greater than

the Company would have achieved at unhedged prices. During the year ended
December 31, 2005, the Company entered into commodity pricing derivative contracts
for approximately 84% of oil and gas production, which resulted in revenues that

were $13.1 million less than the Company would have achieved at unhedged prices.
During the year ended December 31, 20035, the Company canceled (before its original
settlement date) a portion of out-of-the-money gas hedges and realized a loss of $38.3
million, then subsequently hedged similar volumes at higher prices. Unrealized gain

on derivatives in the amount of $77.8 million for the year ended December 31, 2006
and unrealized losses on derivatives in the amounts of $24.8 million for the year ended
December 31, 2005 were also recorded. Unrealized gains and losses result from oil and
gas price fluctuations as compared to the settiement price on the derivative.

Expenses

Operating expenses include expenses such as lease operating, labor, fiefd office,
vehicle, supervision, transportation, maintenance, tools, supplies, and production and ad
vatorem taxes. Production taxes are a function of volumes and revenues generated from
production. Ad valorem taxes vary by location and are based on the value of reserves.
Operating expenses increased to $18.1 million for the year ended December 31, 2006,
from $7.4 million for the year ended December 31, 2005, due to the increase in the
number of producing wells as a result of the acquisitions completed in both 2006

and 2005 and the drilling of 159 wells during 2006 and 110 wells during 2005. From
inception through December 31, 20086, the Company drilled 359 wells and acquired
3,344 wells.

General and administrative expenses include the costs of employees and executive
officers, related benefits, office leases, professional fees and other costs not directly
associated with field operations. General and administrative expenses increased to
$40,0 million, for the year ended December 31, 2006, from $3.3 millicn for the year
ended December 31, 2005. The increase in general and administrative expenses
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was due to the recognition of unit-based compensation expense of $21.6 million
during the year ended December 31, 2006, compared to none during the year ended
December 31, 2005. In addition, acquisition costs that are net eligible for capitalization,
including internal and indirect costs for completed acquisitions, as well as direct costs
associated with acquisition efforts that have not reached fruition, contributed to the
increase. Costs to support rapidly growing operations and position the Company for
future growth include increasing staffing levels to manage the 359 wells drilled and
3,344 wells acquired from inception in 2003 through December 31, 2006, recruiting
key management team members and performing the functions associated with being
a public company, which totaled approximately $6.1 million in 2006 (the year of IPO).
General and administrative expenses are presented net of approximately $1.1 million
and $1.2 million during the year ended December 31, 2006 and 2005, respectively,
which represent expense reimbursements from other working interest owners.

Depreciation, depletion and amortization increased to $24.2 million for the year
ended December 31, 2006, from $7.3 million for the year ended December 31, 2005.
Of this increase, approximately $4.8 million was as a result of depletion refated to
the properties that were acquired in the Westen and Mid-Continent regions in the
third quarter of 2006. In addition, the depletion rate for oil and gas properties in the
Appalachia Basin increased 37.4% in the fourth quarter of 2006, due to a downward
revision of estimated reserves from the prior year. The Company atso recorded $1.0
million of impairments during the year ended December 31, 2006.

Other income and {expenses) increased to a net expense of $28.1 million for the year
ended December 31, 2006, compared to a net expense of $7.4 million for the year
ended December 31, 2005, primarily due to increased debt levels associated with
acquisitions and drilling. Cash payments for interest increased to $24.1 million for the
year ended December 31, 2006, from $6.5 million for the year ended December 31,
2005. Interest rate swaps were not designated as cash flow hedges under SFAS 133,
even though they reduce exposure to changes in interest rates. Therefore, the changes
in fair values of these instruments were recorded as gains of approximately $82,000
and $1.0 miltion for the years ended December 31, 2006 and 2005, respectively. These
amounts are non-cash gains.

Income tax was a benefit of approximately $3.4 million for the year ended

December 31, 2006. Income lax expense was approximately $74,000 for the year
ended December 31, 2005. Linn Energy is a limited liability company, and is taxed
substantially as a partnership; however, the Company's taxable subsidiaries generated
net operating losses for the year ended December 31, 2006. The increase in realizable
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equipment purchases were $17.9 million. The total for the year ended December 31,
2007 alsa includes $185.5 mitlipn for the drilling and development of oil and gas
properties and pipeline costs. For 2008, the Company estimates its total drilling and
development capital expenditures will be between $250.0 million and $300.0 million.
This estimate is under continuous review and is subject to on-going adjustment.

Statements of Gash Flows - Financing Activities

Cash provided by financing activities was approximately $2.93 billion for the year ended
December 31, 2007, compared to $554.0 million for the year ended December 31, 2006.

The Company recorded gross proceeds of $2.12 billion from three private placements
of its units during the year ended December 31, 2007. The net proceeds of
approximately $2.09 bilfion were used to finance the Mid-Continent acquisitions,

the acquisitions of certain gas properties in West Virginia, and to repay indebtedness
under the Company's credit facility. During the year ended December 31, 2007,

total proceeds from the issuance of debt were $1.3 billion and total repayments of
debt were $283.1 million,

Distributions

Under the limited fiability company agreement, Company unitholders are entitled

to receive a quarterly distribution of available cash to the extent there is sufficient
cash from operations after establishment of cash reserves and payment of fees and
expenses. The following provides a summary of distributions paid by the Company
during the year ended December 31, 2007:

PERIOD COVERED BY DISTRIBUTION U_mﬂhwh_.__.._._oz
DATE PAID DISTRIBUTION PER UNIT (in thousands)
November 2007 | July1-September30,2007 | $ 057 | & 64798
August 2007 m April 1~ June 30, 2007 _ $ 057 _ 37,419
May 2007 January 1 — March 31, 2007 $ 052 30,001
February 2007 _ October 1 — December 31, 2006 | $ 0.52 _ 22,745
| | | § 154963

37 . Linn m_-_m_.a< ul

In January 2008, the Company’s Board of Directors declared a cash distribution of
$0.63 per unit with respect to the fourth quarter of 2007. The distribution totaled
approximately $72.2 million and was paid on February 14, 2008 to unitholders of
record as of the close of business on February 8, 2008. This distribution represents
a 10.5% increase in the Company’s annualized cash distribution rate, to $2.52

per unit, from $2.28 per unit for the third quarter of 2007.

Private Placements

See "Executive Summary” above and Note 4 for details about the Company's
private placements.

Credit Facility

At December 31, 2007, the Company had a $1.8 billion Third Amended and Restated
Credit Agreement (“Credit Facility”) and a maturity of August 2010. In connection with
its Credit Facility, the Company paid approximately $9.3 million in financing fees, which
were deferred and are amortized over the life of the Credit Facility. In addition, during
the year ended December 31, 2007, the Company wrote off deferred financing fees
related to its prior credit facility of approximately $2.8 million. On January 31, 2008,
the Credit Facility was amended to increase the amount availabte for borrowing to

$1.9 billion, all of which is conforming, effective unti! Apri! 1, 2008, at which point the
borrowing base will be redetermined in accordance with the terms of the Credit Facility,
At January 31, 2008, the Company had $314.5 million available for barrowing under its
Credit Facility.

The borrowing base under the Credit Facility will be redetermined semi-annually by
the lenders in their sole discretion, based on, among other things, reserve reports as
prepared by reserve engineers 1aking into account the oil and gas prices at such time.
The Company’s ohligations under the Credit Facility are secured by mortgages on its
oil and gas properties as well as a pledge of all ownership interests in its operating
subsidiaries. The Company is required to maintain the mortgages on properties
representing at least 80% of its oil and gas properties. Additionally, the obligations
under the Credit Facility are guaranteed by ali of the Company’s operating subsidiaries
and may be guaranteed by any future subsidiaries.
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Commitments and Contractual Obligations

The following summarizes, as of December 31, 2007, certain long-term contractual obligations that are reflected in the consolidated balance sheet and/or disclosed in the
accompanying notes thereto:

PAYMENTS DUE
CONTRACTUAL OBLIGATIONS TOTAL 2008 2009 - 2010 2011 -2012 2013 AND BEYOND
I T ] fin thousands) _ _
Long-term debt obligations: | | | i _
Long-term notes payable $ 1,521 5 691 3 501 $ 47 3 282
Credit Facility ! 1,443,000 | _ | 1,443,000 _ —_ _ —_
Interest on Credit Facility computed at 7.02% | 261,688 | 101,299 [ 160,389 | — [ —
Operating lease obligations: _ _ _ | [
Office, property and equipment leases 15,947 2,752 5,696 4,933 2,566
Other noncurrent liabilities: _ _ . _ _ |
Asset retirement obligations | 29,073 | — | — | 204 | 28,869
Oher: _ _ _ _ _
Derivative instruments 69,961 6,148 48,582 5,568 9,663
Drilling and other contracts | 24138 | 8206 | 15827 | 103 | —
Total i § 184532 | $ 119,006 _ $ 1673995 _ $ 10,855 | $ 41,380
Capital Structure

The Company’s capitalization is presented below:

DECEMBER 31,

{in thousands) f 2007 I 2006
Cash and cash equivalents | § 1441 | % 6,595
Credit facility _ $ 1,443,000 _ $ 425,750
Other noncurrent debt ) 830 2,487
_ 1443830 ! 428,237
Total unitholders' capital _ 2,026,641 | 450,954
Total capitalization | § 3470471 | § 879191
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CRITICAL AGCOUNTING PGLICIES AND ESTIMATES

The discussion and analysis of the Company's financial condition and results of
operations is based upon the consolidated financial statements, which have been
prepared in accordance with U.S. generally accepted accounting principles ("GAAP™).
The preparation of these financial statements requires the Company to make estimates
and assumptions that affect the reported amounts of assets, liabilities, revenues and
expenses, and related disclosure of contingent assets and liabilities. Certain accounting
policies involve judgments and uncertainties to such an extent that there is reasonable
likelihood that materially ditferent amounts could have been reported under different
conditions, or if different assumptions had been used. The Company evaluates its
estimates and assumptions on a regular basis. The Company bases estimates on
historical experience and various other assumptions that are believed to be reasonable
under the circumstances, the results of which form the basis for making judgments
about the carrying values of assets and liabilities that are not readily apparent from
other sources. Actual results may differ from these estimates and assumptions used in
the preparation of financial statements. Below, the Company has provided expanded
discussion of its more significant accounting policies, estimates and judgments. These
accounting policies refiect more significant estimates and assumptions used in the
preparation of financial statements. See Note 1 for a discussion of additional accounting
policies and estimates made by Company management.

0il and Gas Reserves

The Company’s estimates of proved reserves are based on the quantities of oil, gas and
NGL that engineering and geological analyses demonstrate, with reasonable certainty,
fo be recoverable from established reservoirs in the future under current operating and
economic parameters. The independent engineering firm DeGolyer and MacNaughton
prepared a reserve and economic evaluation of alt of the Company properties on a well-
by-well basis as of December 31, 2007.

Reserves and their relation to estimated future net cash flows impact the Company’s
depletion and impairment calculations. As a result, adjustments to depletion and
impairment are made concurrently with changes to reserve estimates. The Company
prepares its reserve estimates, and the projected cash flows derived from these
reserve estimates, in accordance with SEC guidelines. The independent engineering
firm described above adheres to the same guidelines when preparing their reserve
reports. The accuracy of the reserve estimates is a function of many factors including
the following: the quality and quantity of available data, the interpretation of that data,
the accuracy of various mandated economic assumptions and the judgments of the
individuals preparing the estimates.

41 . Linn Energy

The Company’s proved reserve estimates are a function of many assumptions, all of
which could deviate significantly from actual resuits. As such, reserve estimates may
materially vary from the ultimate quantities of oil, gas and NGL eventually recovered.

0i! and Gas Properties/Property and Equipment

Proved Oif and Gas Properties

The Company accounts for oil and gas properties under the successful efforts method.
Under this method, all acquisition and development costs of proved properties are
capitalized and amortized on a unit-of-production basis over the remaining life of the
proved reserves and proved developed reserves, respectively.

The Company evaluates the impairment of its proved oil and gas properties on a
field-by-field basis whenever events or changes in circumstances indicate an asset’s
carrying amount may not be recoverable. The carrying amount of proved oil and gas
properties are reduced to fair value when the expected undiscounted future cash
fiows are less than the asset’s net book value. Cash flows are determined based upon
reserves using prices, costs and discount factors consistent with those used for internal
decision making. The underlying commodity prices embedded in the Company's
estimated cash flows are the product of a process that begins with the Henry Hub
forward curve pricing, adjusted for estimated location and quality differentials, as well
as other factors that management beligves will impact realizable prices. Although
prices used are likely to approximate market, they do not necessarily represent current
market prices. Costs of retired, sold or abandoned properties that constitute a part

of an amortization base are charged or credited, net of proceeds, to accumulated
depreciation, depletion and amortization unless doing so significantly affects the unit-
of-production amortization rate, in which case a gain or loss is recognized currently.
Gains or losses from the disposal of other properties are recognized currently,
Expenditures for maintenance and repairs necessary to maintain properties in operating
condition are expensed as incurred. Major replacements are capitalized, Estimated
dismantlement and abandonment costs for oil and gas properties are capitalized, net
of salvage, at their estimated net present value and amortized on a unit-of-production
basis over the remaining life of the related proved developed reserves,

Unproved Oif and Gas Properlies

Unpraoved properties consist of costs incurrad to acquire unproved leasehold as well as
costs incurred to acquire unproved resources. Unproved leasehold costs are capitalized
and amortized on a composite basis if individually insignificant, based on past success,
experience and average lease-term lives. Unamortized leasehold costs related to
successful exploratory drilling are reclassified to proved properties and depleted on
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Derivative Instruments

The Company uses derivative financial instruments to achieve a more predictable cash
flow from its il, gas and NGL production by reducing its exposure to price fluctuations.
As of December 31, 2007, these transactions were in the form of swaps and puts. A

put option requires the Company to pay the counterparty a premium equal to the fair
value of the option at the purchase date and receive from the counterparty the excess,
if any, of the fixed fioor over the floating market price. Additionally, the Company uses
derivative financial instruments in the form of interest rate swaps to mitigate its interest
rate expostre,

The Company accounts for these activities pursuant to SFAS 133. This statement
establishes accounting and reporting standards requiring that derivative instruments
{including certain derivative instruments embedded in other contracts) be recorded

at fair value and included in the balance sheet as assets or liabilities. The Company
accounts for its derivatives at fair value as an asset or liabifity and the change in the fair
value of the derivatives is included in eamings since none of the Company’s commodity
or interest rate derivatives are designated as hedges under SFAS 133. See ltem 7A.
“Quantitative and Qualitative Disclosures About Market Risk” for discussion regarding
the Company’s sensitivity analysis for the Company’s financial instruments and interest
rate swaps.

Purchase Accounting

The establishment of the asset base through the date of this report has included 22
acquisitions of working interests in oil and gas properties. These acquisitions have been
accounted for using the purchase method of accounting as prescribed in SFAS No. 141,
“Business Combinations. " See Note 2 for additional details about acquisitions,

In connection with a business combination, the acquiring company must allocate

the cost of the acquisition to assets acquired and liabilities assumed based on

fair values as of the acquisition date. The purchase price allpcations are based on
independent appraisals, discounted cash flows, quoted market prices and estimates
by management. In addition, when appropriate, the Company reviews comparable
purchases and sales of oil and gas properties within the same regions, and uses that
data as a proxy for fair market value; i.e., the amount a willing buyer and seller would
enter into in cxchange for such properties. Any excess of purchase price over amounls
assigned to assets and liabilities is recorded as goodwill. The amount of goadwill
recorded in any particular business combination can vary significantly depending upon
the value attributed to assets acquired and liabilities assumed.
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The Company made various assumptions in estimating the fair values of assets
acquired and liabilities assumed. The most significant assumptions related to the
estimated fair values assigned to proved and unproved oil and gas properties. To
estimate the fair values of these properties, the Company prepared estimates of oil
and gas reserves. The Company estimated future prices to apply to the estimated
reserve quantities acquired, and estimated future operating and development costs, to
arrive at estimates of future net revenues. For estimated proved reserves, the future
net revenues were discounted using a market-based weighted average cost of capital
rate determined appropriate at the time of the acquisition. The market-based weighted
average cost of capital rate was subjected to additional project-specitic risking factors.
To compensate for the inherent risk of estimating and valuing unproved properties, the
discounted future net revenues of probable and possible reserves were reduced by
additional risk-weighting factors.

Deferred taxes must be recorded for any differences between the assigned values and
tax bases of assets and liabilities. Estimated deferred taxes are based on available
information concerning the tax basis of assets acquired and liabilities assumed and
loss carryforwards at the acquisition date, although such estimates may change in the
future as additional information becomes known.

While the estimates of fair value for the assets acquired and liabilities assumed have
no effect on cash flows, they can have an effect on the future results of operations.
Generally, higher fair values assigned to oil and gas properties result in higher future
depreciation, depletion and amoriization expense, which results in a decrease in
future net earnings. Also, a higher fair value assigned to oil and gas properties, based
on higher future estimates of oil and gas prices, could increase the likelihood of an
impairment in the event of lower commaodity prices or higher operating costs than
those originally used to determine fair value. An impairment would have no effect on
cash flows but would result in a decrease in net income for the period in which the
impairment is recorded.
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45 . Linn Energy

The following table summarizes, as of February 22, 2008, and for the periods indicated, derivatives in place through December 31, 2013.

FEBRUARY 22 -
DECEMBER 31, 2008 YEAR 2009 - YEAR 2010 YEAR 2011 YEAR 2012 YEAR 2013
Gas Positions: 1 I { | | I
Fixed Price Swaps: | | [ [ [ ]
Hedged Volume (MMMBtu) | 41,134 | 49,271 | 42,086 | 38,741 | 34,066 | —
Average Price ($/MMBtu) $ 848 $ 832 $ 814 $ 8.08 $ 845 $ —
Puts: _ [ _ [ [ |
Hedged Volume (MMMBtu) | 5,863 _ 6,960 _ 6,060 | 6,960 _ P _ —
Average Price ($/MMBlu) 5 807 $ 750 $ 750 $ 750 $ — $ —
PEPL Puts: (" | | | | _ |
Hedged Voluma (MMMBtu) _ 3212 _ 5334 | 10,634 | 13,259 | 5,934 | -
Average Price ($/MMB1u) _ $ 7.85 _ 5 7.85 _ 3 7.85 _ $ 7.85 | 3 71.85 _ $ -
Total:
Hedged Volume (MMMBtu) _ 50,229 , 61,565 | 50680 | 58960 | a000 | —
Average Price ($/MMBtu) [ $ 839 ! $ 819 ! $ 8.2 ! $ 7.9 ! $ 836 _ $ —
il Positions: | | | ! ! !
Fixed Price Swaps: _ I _ _ _ _
Hedged Volume {MBhls) [ 2,364 | 2,437 [ 2,150 [ 2,073 [ 2,025 _ 900
Average Price ($/Bbl) _ $ 8242 | $ 7807 | $ 78.28 | $ 79.65 | $ 77.65 | $ 7222
Puts; @
Hedged Volume {MBbIs) | 1,557 i 1,843 i 2,250 | 2,352 I 500 _ —
Average Price ($/Bbly _ $§ 733 _ § 7213 _ $ 7056 _ $ 69 _ $ 7173 _ 5 —
Total:
Hedged Volume (MBbis) _ 3,921 | 4,280 | 4,400 ! 4,425 ! 2,525 | 900
Average Price ($/Bbl) _ 5 7881 _ $ 7551 _ $ 7433 _ $ 7405 _ $ 7766 _ § 7222
_ _ _ | I [
Gas Basis Differential Positions:
PEPL Basis Swaps: © | | | | | e
Hedged Volume (MMMBtu) _ 30,122 _ 34,666 _ 29,366 | 26,741 ! 34,066 _ —
Hedged Ditferential ($/MMBtu) _ 5 {0.99) _ $  {0.95) [ $ {095 | $  {0.99) | $  (0.95 [ $ —

m  Settie on the PEPL spot price of gas 1o hedge basts differential associated with gas production in the Mid-Continent region.
@ The Company utilizes oil puts 1o hedge revenues associated with its NGL proguction,
@ Represents a swap of the basis between NYMEX and the PEPL spul price of gas of $(0.95) per MMBtu for the volumes hedged.
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49 . Linn Energy

REPORT OF INDEPENDENT REGISTERED PUBLIC AGCOUNTING FIRM

The Board of Directors and Unitholders
Linn Energy, LLC:

We have audited the accompanying consolidated balance sheets of Linn Energy, LLC and subsidiaries as of December 31, 2007 and 2006, and the related consolidated statements
of operations, unitholders’ capital {deficit), and cash flows for each of the years in the three-year period ended December 31, 2007, These consolidated financial statements are the
responsibility of the Company’s management. Qur responsibility is to express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Beard (United States), Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financia! statements referred to above present fairly, in all material respects, the financial position of Linn Energy, LLC and subsidiaries as of
December 31, 2007 and 2006, and the results of their operations and their cash flows for each of the years in the three-year period ended December 31, 2007, in conformity with
U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Beard {United States), Linn Energy, LLC's internal contro! over financial
reporting as of December 31, 2007, based on criteria established in /nternal Controf — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COS0}), and our report dated February 28, 2008 expressed an unqgualified opinion on the effectiveness of the Company's internal control over financial reporting.

s/ KPMG LLP

Houston, Texas
February 28, 2008
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51 . LinnEnergy .

LINN ENERGY, LLC
CONSOLIDATED BALANCE SHEETS

DECEMBER 31,
| {in thousands, except unit amounts) 2007 2006
n ASSETS I [
Current assets:
Cash and cash equivalents ¢ 140 | s  6g05
_ Accounts receivable — trade, net | 138,716 _ 19,124
Inventories 2,350 578
_ Derivative instruments | 26,100 | 37,353
Other current assets X 3,418 5,562
Total current assets I 172,025 | 69,212
il and gas properties and equipment (successful efforts method) ! 3,618,741 ! 766,638
_ Less accumulated depreciation, depletion and amortization | (127,265) | (33,349)
_ 3,491,476 733,289
" | _
| Property and equipment, net | 204 20,754
|
" Other noncurrent assets: | |
| Deposit for oil and gas properties 27,619 20,086
| ' Derivalive instruments [ — | 60,503
“ Goodwill 64,419 —
Qther noncurrent assets, net * 9,006 _ 2,068
| 101,044 | 82,657
Total assets " § 3796569 " § 905,912
! |
LIABILITIES AND UNITHOLDERS' CAPITAL
Current liabilities: _ _
“ Accounts payable and accrued expenses _ $ 162,058 _ $ 12,759
_ Joint interest payable 50,444 1,839
_ Accrued interest payable | 5,802 | 2,084
_ Derivative instruments 6,148 —
; Other current liab | 7141 | 873
| Total current iabi : PR 17,65
Noncurrent liabilities: [ f
Credit facility 1,443,000 425,750
Derivative instruments _ 83813 | 423
Asset retirement obligatiens _ 29,073 _ 8,594
Other nencurrent liabilities 2,449 2,636
Total noncurrent liabilities | 1,538,335 | 437,403
Unithelders’ capital: [ _
113,815,914 units and 33,617,187 units issued and outstanding at December 31, 2007 and 2006, respectively 2,374,660 246,034
9,185,565 Ciass B units issued and outstanding at December 31, 2008 ! — _ 188,580
Accumulated income (koss} | {348,019) \ 16,330
' 2,026,641 _ 450,954
Total liabilities and unitholders' capital | $ 3796569 | $ 905912

The accompanying notes are an integra part of these consolidated financial statements.
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LINN ENERGY, LLC
CONSOLIDATED STATEMENTS OF UNITHOLDERS’ CAPITAL (DEFICIT)
UNITHOLDERS’ ACCUMULATED TREASURY UNITS TOTAL UNITHOLDERS'

{in thousands) CAPITAL INCOME (LOSS) (AT COST) CAPITAL {DEFICIT)

Balance as of December 31, 2004 I s 16024 s @504 | 5 — T s 952
Net loss i — _ (56,351) | — _ (56,351)

Batance as of December 31, 2005 | 16,024 | (62,855) | — | (46,831}
Sale of initial public offering units, net of offering expense of $4,339 | 225,139 [ — _ 13,67 [ 238,810
Sale of private placement units, net of expense of $348 _ 304,652 _ — _ _ _ 304,652
Redemption of member units - — (114,449) (114,449
Cancellation of member units | {100,778} _ — ! 100,778 | -
Distribution to members | (32,056) _ — | — _ (32,056}
Unit-based compensation expense ! 21,643 _ — _ — | 21,643
Net income _ - _ 79,185 ! - _ 79,185

Balance as of December 31, 2006 | 434,624 | 16,330 | — | 450,954
Sale of private placement units, net of expense of $34,334 [ 2,085,666 I —_ _ -_ [ 2,085,666
Issuance of units _ 2,842 _ —_ | — _ 2,842
Purchase of units — —_ (7,399) (7,399
Canceltation of member units | (7,399) | — | 7,399 | —
Distribution to members _ (154,963) | — | — | (154,963)
Unit-based compensation and unit warrant expense _ 13,921 _ — _ -~ _ 13,921
Exercise of unit options _ (an _ - ! - _ {31
Net toss | _ | (364,349) | — | (364,349)

Balance as of December 31, 2007 | $ 2,374,660 ! $ (348,019) _ $ — | $ 2,026,641

The accompanying notes are an integral part of these consolidated financial statements.
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55 n  Linn Energy o

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS included in other current liabilities on the consolidated balance sheet.

(1) BASIS OF PRESENTATIQN AND SIGNIFICANT ACCOUNTING POLICIES {e) Inventories

(a) Nature of Business Materials, supplies and commodity inventories are valued at the tower of

Linn Energy, LLC (“Linn Energy” or the “Company”} is an independent oil

and gas company focused on the development and acquisition of long life
properties which complement its asset profile in preducing basins within the
United States. Linn Energy began operations in March 2003 and was formed
as a Delaware limited fiabifity company in April 2005. The Company completed
its initial public offering (*IPO") in January 2006 and its units representing
limited liability company interests (“units™) are listed on The NASDAQ Global
Select Market under the symbol “LINE.”

(b) Principles of Consolidation and Reporting

The Company presents its financial statements in accordance with U.S.
generally accepted accounting principles (“GAAP™. The consolidated financial
statements include the accounts of the Company and its wholly owned
subsidiaries. All significant intercompany transactions and balances have been
eliminated upon consolidation. Certain amounts in the consolidated financial
statements and notes thereto have been reclassified to conform to the 2007
financial statement presentation.

(c) Use of Estimates

Management of the Company has made a number of estimates and
assumptions relating to the reporting of assets and liabilities and revenues
and expenses and the disclosure of contingent assets and liabilities to prepare
these consolidated financial statements in conformity with GAAP, Actual
results could differ from those estimates. The estimates that are particularly
significant to the financial statements include estimates of oil, gas and natural
gas liquid (“NGL") reserves, future cash flows from oil and gas properties,
depreciation, depletion and amortization, asset retirement obligations, the fair
value of derivatives and unit-based compensation expense.

{d) Cash Equivalents

For purposes of the statement of cash flows, the Company considers all highly
iiquid shori-term investments with originai maturities of three monihs or iess

tn ha cach enuivalonte

M T wTiDie T YA A,

The Company manages its working capital and cash requirements to borrow
only as needed from its credit facility. At December 31, 2007, the Company
had approximately $5.2 million of outstanding checks, the balance of which is

average cost or market, determined by the first-in-first-out method.

{f) 0il and Gas Properties/Property and Equipment

Proved Oif and Gas Properties - The Company accounts for oil and gas
properties under the successful efforts method. Under this method, all
acquisition and development costs of proved properties are capitalized and
amortized on a unit-of-production basis over the remaining life of the proved
reserves and proved developed reserves, respectively.

The Company evaluates the impairment of its proved oil and gas properties on
a field-by-field basis whenever. events or changes in circumstances indicate
an asset's carrying amount may not be recoverable. The carrying amount of
proved oil and gas properties are reduced to fair value when the expected
undiscounted future cash flows are less than the asset’s net book value.
Cash flows are determined based upon reserves using prices, costs and
discount factors consistent with those used for internal decision making. The
underlying commaodity prices embedded in the Company's estimated cash
flows are the preduct of a process that begins with the Henry Hub forward
curve pricing, adjusted for estimated location and quality differentials, as
well as other factors that management believes will impact realizable prices.
Costs of retired, sold or abandoned properties that constitute a part of an
amortization base are charged or credited, net of proceeds, to accumulated
depreciation, depietion and amortization unless doing so significantly affects
the unit-of-production amortization rate, in which case a gain or loss is
recognized currently. Gains or losses from the disposal of other properties are
recognized currently. Expenditures for maintenance and repairs necessary to
maintain properties in operating condition are expensed as incurred. Major
replacements are capitalized. Estimated dismantlement and abandonment
costs for oil and gas properties are capitalized at their estimated net present
value and amortized on a unit-of-production basis over the remaining life of
the related proved developed reserves.

The Company recorded impairment on oil and gas properties of approximately
$3.3 million and $1.0 million for the years ended December 31, 2007

and 2006, respectively, which is included in depreciation, depletion and
amortization expense on the consolidated statements of operations.
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were in the form of swaps and puts. Additionally, the Company uses derivative
financial instruments in the form of interest rate swaps to mitigate its interest
rate exposure. The Company accounts for these activities pursuant to SFAS
No. 133, “Accounting for Derivative Instruments and Hedging Activities,” as
amended, (“SFAS 133"). This statement establishes accounting and reporting
standards requiring that derivative instruments (including certain derivative
instruments embedded in other contracts) be recorded at fair value and
included in the balance sheet as assets or liabilities.

The Company accounts for its derivatives at fair value as an asset or liability
and the change in the fair value of the derivatives is included in earnings since
none of the Company’s commodity or interest rate derivatives are designated
as hedges under the provisions of SFAS 133. See Note 8 and Note 9 for
additicnal details about the Company’s derivative financial instruments.

{k} Unit-Based Compensation

SFAS No. 123 (revised 2004), “ Share-Based Payment’ (“SFAS 123R™)
requires the recognition of compensation expense, over the requisite service
period, in an amount equal to the fair value of unit-based payments granted
to employees and non-employee directors. The fair value of the unit-based
payments, excluding liability awards, is computed at the date of grant and
will not be remeasured. The fair value of liability awards is remeasured at
each reporting date through the settlement date with the change in fair value
recognized as compensation expense over that peried. The Company currently
does not have any awards accounted for as liability awards. SFAS 123R also
requires the benefits of tax deductions in excess of recognized compensation
costs to be reported as financing cash flow, rather than as an operating

cash flow as required under prior guidance. This requirement will reduce

net operating cash flows and increase net financing cash flows in periods in
which such tax deduction exists. The Company had no excess tax deductions
for any periods presented.

The Company has made a policy decision, in accardance with the provisions
of SFAS 123R, to recognize compensation cost for service-based awards

on a straight-line basis over the requisite service period. The Company

did not issue any unit-based compensation awards prior to January 2006.
See Note 6 for a discussion of the Company's accounting for unit-based
compensation expense.

(I} Deferred Financing Fees

The Company incurred legal and bank fees related to the issuance of debt
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(see Note 7). At December 31, 2007 and 2008, net deferred financing fees of
approximately $8.3 million and $1.6 million, respectively, are included in other
noncurrent assets on the consolidated balance sheets. These debt issuance
costs are amortized over the life of the debt agreement. For the years ended
December 31, 2007, 2006 and 2005, amortization expense of $1.5 million,
$1.1 million and $0.5 million, respectively, is included in interest expense

on the consolidated statements of operations. Deferred financing fees of
approximately $2.8 million, $3.3 million and $0.4 million were written-off in
connection with refinancings during the years ended December 31, 2007,
2006 and 2005, respectively, and are included in other expenses, net on the
consolidated statements of operations.

{m) Fair Value of Financial Instruments

The carrying values of the Company's receivables, payables and debt are
estimated to be substantially the same as their fair values at December 31,
2007 and 2006. See Note 8 and Note 9 for details abeut the fair value of the
Company’s derivative financial instruments.

(n) Unitholders’ Capital

The operations of the Company are governed by the provisions of a limited
liability company agreement executed by and among its members. The
agreement includes specific provisions with respect to the maintenance of the
capital accounts of each of the Company's unitholders.

Pursuant to applicable provisions of the Delaware Limited Liability Company
Act {the "Delaware Act") and the Second Amended and Restated Limited
Liability Company Agreement of Linn Energy, LLC {the “Agreement”),
unitholders have no liability for the debts, obligations and liabilities of the
Company, except as expressly required in the Agreement or the Delaware Act.
Pursuant to the terms of the Agreement, unitholders are entitled to vote on the
following matters:

¢ the annual election of the Company's Board of Directors;
» specified amendments to the Agreement;

» the merger of the Company or the sale of all or substantially all of the
Company’s assets; and

» the dissolution of the Company.

The Company will remain in existence unless and until dissolved in
accordance with the terms of the Agreement.
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(2) ACQUISITIONS AND DISPOSITIONS

The Company accounts for its acquisitions using the purchase method of
accounting as prescribed in SFAS No. 141, “Business Combinations. " The
following provides a summary of the Company’s acquisitions during 2007 and
2006, as well as acquisitions subsequent to December 31, 2007.

On February 1, 2007, effective January 1, 2007, the Company completed the
acquisition of certain oil and gas properties and retated assets in the Mid-
Continent from Stallion Energy LLC, acting as general partner for Cavallo Energy,
LP, for a contract price of $415.0 million (“Mid-Continent I"}. The Mid-Continent |
acquisition was financed with a combination of a private placement of units (see
Note 4) and borrowings under the Company’s credit facility (see Note 7).

On June 12, 2007, effective April 1, 2007, the Company completed the acquisition
of certain oil and gas properties in the Mid-Continent for a contract price

of $30.5 million (“Mid-Continent II"). The acquisiticn was financed with borrowings
under the Company’s credit facility (see Note 7).

On August 31, 2007, effective July 1, 2007, the Company completed the
acquisition of certain oil and gas properties in the Mid-Continent for a contract
price of $2.05 billfon from Dominion Resources, Inc. and certain affiliates
(“Dominion”) (“Mid-Continent 1lI"). On August 31, 2007, the Company completed
the private placement of $1.5 billion of units and Class D units to a group of
institutional investors (see Note 4). The Company funded the Mid-Continent Il
acquisition with the net proceeds from the private placement, together with
borrowings under its credit facility (see Note 7).

The following presents the preliminary purchase accounting for the Mid-
Continent |, Mid-Continent Il and Mid-Continent Ill acquisitions, based on estimates
of fair value (estimates of fair value for Mid-Continent Ill are preliminary):

(i thousands) MID-CONTINENT | MID-CONTINENT I} MID-CONTINENT il
Cash s a7 | § 90179 | § 2,022,606
Estimated transaction costs _ 2,996 _ 366 _ 10,140
Estimated pending closing
adjustments | @53) | (1.440) | 18,299
_ 413820 | 89,105 | 2,051,045
assumed _ 1,706 | 1,024 | 33,245

Total purchase price | § 415626 | % 90,139 | § 2,084.290
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The following presents the allocations of the purchase prices for the Mid-
Continent I, Mid-Continent Il and Mid-Continent llf acquisitions based on estimates
of fair value (estimates of fair value for Mid-Continent lli are preliminary):

{in thousands) MID-CONTINENT | MID-CONTINENT i MID-CONTINENT 1l
Current assets I's — s 644 | & 12,831
0Oil and gas properties l 414,888 | 89,495 _ 2,003,179
Property, plant and

equipment _ 738 _ _ | 3,861
Goodwill _ — — | 64,419

| $§ 415626 | S 90,133 | $ 2,084,290

The purchase prices and purchase price allocations above are based on reserve
reports, published market prices and estimates by management. The most
significant assumptions are related to the estimated fair values assigned to
proved oit and gas properties. To estimate the fair values of these properties, the
Company utifized preliminary estimates of cil, gas and NGL reserves prepared

by the independent engineering firm, DeGolyer and MacNaughton. The Company
estimated future prices to apply to the estimated reserve quantities acquired,
and estimated future operating and development costs, to arrive at estimates

of future net revenues. The Company also reviewed comparable purchases and
sales of oil and gas properties within the same regions. The purchase prices and
the allocations of the purchase prices are preliminary. ltems pending completion
include final closing adjustments for all three acquisitions and for the Mid-
Continent Il acquisition include completion of independent appraisals of fixed
assets, and additional analysis refated to the fair value of proved and unproved oil
and gas reserves, including discounted cash flows and market-based data. The
purchase prices and purchase price allocations will be finalized within one year of
the acquisition dates.

The following unaudited pro forma financial information presents a summary of
Linn Energy’s consolidated results of operations for the years ended December 31,
2007 and 2006, assuming the Mid-Continent I, Mid-Continent I! and Mid-
Continent Il acquisitions had been completed as of January 1, 2006. including
adjustments to reflect the allocation of the purchase prices to the acquired net
assets. The pro forma financia! information also assumes that the acquisitions of
California assets from affiliated entities of Blacksand Energy, LLC and Cklahoma
assets from Kaiser-Francis Oil Company were completed as of January 1, 2006.
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The pretiminary purchase price allocation is based on prefiminary information
and estimates by management as final appraisals of assets acquired and
liabilities assumed are not yet complete. The purchase price allocation will be
completed within one year of the acquisition date. In January 2008, the Company
also acquired gas properties located in the Appalachian Basin for contract
consideration of 600,000 units (equal to a fair value of approximately $14.7
million}, subject to purchase price adjustments.

GOODWILL

The entire goodwill balance of $64.4 million at December 31, 2007 is related
to the Mid-Continent Ill acquisition in August 2007 {see Note 2}, The goodwill is
associated with the Company gaining a significant interest in the Mid-Continent
region, increasing its apportunity for growth and enhancing its position as

a leading North American oil and gas producer. The Company also obtained

the expertise of an experienced workforce, increased purchasing power and
gained greater marketing fiexibility in optimizing sales and accessing key
market information. The Company is a limited liability company and treated as
a partrership for tax purposes {see Note 15); therefore, for tax purposes, the
goodwill is not deductible by the Company.

The provisions of SFAS No. 142 require that a two-step impairment test be
performed annually or whenever events or changes in circumstances indicate
that the carrying value of an asset may not be recoverable. The first step of the
test for impairment compares the book value of the Company's reporting unit to
its estimated fair value. The second step of the goodwill impairment test, which
is only required when the net book value of the reporting unit exceeds the fair
value, compares the implied fair value of goodwill to its book value te determine
if an impairment is required. The fair value is determined using a combination
of the income approach and the market approach. Under the income approach,
the fair value is estimated based on the present value of expected future cash
flows. Under the market approach, the fair value is estimated based on market
multiples of reserves and production for comparable companies as well as recent
comparable transactions.

The income approach is dependent on a number of factors including estimates

of forecasted revenue and costs, proved reserves, as well as the success of
future development of unproved resources, appropriate discount rates and other
variabtes. Downward revisions of estimated reserve quantities, increases in future
cost estimates, divestiture of a significant component or depressed oil, gas and
NGL prices could lead to an impairment of all or a portion of goodwill in future

{4)

ad (111

periods. Under the market approach, the Company makes certain judgments about
the selection of comparable companies, comparable recent company and asset
transactions and transaction premiums. Although the Company bases its fair value
aestimate on assumptions it believes to be reasonable, those assumptions are
inherently unpredictable and uncertain.

The following reflects the changes in the carrying amount of goodwill during
the year:

{in thousands)

December 31, 2006 S —
Mid-Continent Il acquisition | 64,419
December 31, 2007 | 8 64,419

UNITHOLDERS’ CAPITAL

Private Placements

tn August 2007, the Company closed its private placement of $1.5 billion of units
to a group of institutional investors, consisting of 34,997,005 Class D units at

a price of $30.97 per unit and 12,999,989 units at a price of $32.00 per unit.
Proceeds, net of expenses, were $1.48 billion and were used to fund the August
2007 acquisition of certain oil and gas properties in the Mid-Continent (see

Note 2). The Class D units were converted to units on a one-for-one basis in
November 2007.

In June 2007, the Company closed its private placement of $260.0 million of units
to a group of institutional investors, consisting of 7,761,194 units at a price of
$33.50 per unit. Proceeds, net of expenses, were $255.2 million and were used to
repay indebtedness under the Company's Credit Facility.

In February 2007, the Company closed its private placement of $360.0 million
of units to a group of institutional investors, consisting of 7,465,946 Class C
units at a price of $25.06 per unit, and 6,650,144 units at a price of $26.00 per
unit. Proceeds, net of expenses, were $353.1 million and were used to finance
the February 2007 acquisition of certain oil and gas properties in Texas and the
acquisitions of certain gas properties in West Virginia (see Note 2). The Class C
units were converted into units on a one-for-one basis in April 2007,

In October 2006, the Company closed its private placernent of $305.0 million
of units to a group of institutional investors, consisting of 9,185,965 Class B
units at a price of $20.55 per unit, and 5,534,687 units at a price of $21.00 per
unit. Proceeds, net of expenses were $304.7 million and were used to repay

Linn Energy wnomen
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{5) BUSINESS AND CREDIT CONCENTRATIONS

Cash

The Company maintains its cash in bank deposit'accounts, which, at times, may
exceed federally insured amounts. The Company has not experienced any losses
in such accounts. The Company believes it is not exposed to any significant credit
risk on its cash.

Revenue and Trade Receivables

The Company has a concentration of customers who are engaged in oil and

gas purchasing, transportation and/or refining within the United States. This
concentration of customers may impact the Company’s overall exposure to credit
risk, either positively or negatively, in that the customers may be simitarly affected
by changes in economic or other conditions, The Company’s customers consist
primarily of major oil and gas purchasers and the Company generally does not
require collateral, since it has not experienced credit losses on such sales. The
Company routinely assesses the recoverability of all material trade and other
receivables to determine collectibility and accrues an allowance when, based on
management's judgment, it is probable that a receivable will not be collected and
the amount can be reasonably estimated. The balance in the Company's allowance
for doubtful accounts was $100,000 at December 31, 2007 and 2006.

For the year ended December 31, 2007, the Company's three largest customers
represented 19%, 18% and 15% of the Company’s sales. For the year ended
December 31, 2006, the Company’s two largest customers represented 54% and
17% of the Company’s sales. The Company's three largest customers represented
approximately 48%, 14%, and 10% of the Company’s sales for the year ended
December 31, 2005.

At December 31, 2007, three customers’ trade accounts receivable from oil,

gas and NGL sales accounted for more than 10% of the Company’s total trade
accounts receivable. As of December 31, 2007, trade accounts receivable from
the Company’s three largest customers represented approximately 22%, 13%
and 12% of the Company's receivables. At December 31, 2006, three customers'
trade accounts receivable from oil and gas sales accounted for more than 10% of
the Company's total trade accounts receivable. As of December 31, 2008, trade
accounts receivable from the Company’s three largest customers represented

approximately 41%, 22% and 16% of the Company's receivables.

6
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UNIT-BASED COMPENSATION AND OTHER BENEFIT PLANS

Incentive Plan Summary

The Linn Energy, LLC Long-Term Incentive Plan (the “Plan”) became effective

in December 2005. The Plan, which is administered by the Compensation
Committee of the Board of Directors, permits the granting of unit grants, unit
options, restricted units, phantom units and unit appreciation rights to employees,
consultants and non-employee directors under the terms of the Plan. The

unit options and restricted units vest ratably over one to three years from the
grant date of the award, unless other contractual arrangements are made. The
contractual life of unit options is ten years. Unit awards were issued for the first
time in January 2006, in conjunction with the Company’s IPO.

The Plan limits the number of units that may be delivered pursuant to awards to
3.9 million units, provided that no more than 1.5 million units may be issued as
restricted units. The Board of Directors and the Compensation Committee of the
Board of Directors have the right to alter or amend the Plan or any part of the Plan
from time to time, including increasing the number of units that may be granted,
subject to unitholder approval as required by the exchange upon which the units
are listed at that time. However, no change in any outstanding grant may be made
that would materially reduce the benefits to the participant without the consent of
the participant.

Upon exercise or vesting of an award of, or settled in, units, the Company will
issue new units, acquire units on the open market or directly from any person

or use any combination of the foregoing, at the Compensation Committee's
discretion. If the Company issues new units upon exercise or vesting of an award
of, or settled in, units, the total number of units outstanding will increase. To date,
the Company has issued awards of unit grants, unit options, restricted units and
phantom units. The Plan provides for all of the following types of awards:

Unit Grants — A unit grant is a unit that vests immediately upon issuance.

Unit Options — A unit option is a right to purchase a unit at a specified price at
terms determined by the Compensation Committee. Unit options will have an

exercise price that will not be less than the fair market value of the units on
the data of qrant and in neneral will hecome exercigahle over 2 _._.nn::m wm.ﬂ_on_

i i W BGrtey e g, B USUUTRT SALIL Zatlld

but may accelerate upon the achievement of specified financial abjectives,

or upon a change in control of the Gompany. If a grantee’s employment or
relationship terminates for any reason, the grantee’s unvested unit options will
be automatically forfeited unless the option agreement or the Compensation
Committee provides otherwise.

Linn Energy
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Changes in Unit Options and Unit Options Outstanding
The following provides information related to unit option activity for the year ended
December 31, 2007:

WEIGHTED
NUMBER OF WEIGHTED WEIGHTED AVERAGE
UNITS AVERAGE AVERAGE REMAINING

UNDERLYING EXERCISE GRANT DATE CONTRACTUAL
OPTIONS  PRIGE PER UNIT  FAIR VALUE  LIFE IN YEARS

Quistanding at I [ [ ]
December 31, 2006 [ 930,500 _ $ 24.24 _ $ 3.68 1

Granted 93,000 $ 29.07 $ 4.59

Exercised I pasey | s o2am s sm |

Forfeited | Mm@ | $§ 2541 | & 479 |
Outstanding at | | _ _

December 31, 2007 997,021 $ 24.68 $ 4.67 8.62
Exercisable at [ * _ _
December 31,2007 | 327564 4 & 2392 | § 463 | 8.48

The weighted-average grant-date fair value of options granted during 2006 was
$3.59. The total intrinsic value of options exercised during 2007 was $95,000. No
options were exercised during 2006.

As of December 31, 2007, there was approximately $2.3 million of total
unrecognized compensation cost related to non-vested unit options, The costis
expected to be recognized over a weighted average period of approximately 1.4
years. In addition, the exercisable unit options at December 31, 2007 have an
aggregate intrinsic value of approximately $0.8 million and all outstanding unit
options have an aggregate intrinsic value of approximately $2.2 million. The total
fair value of all options that vested was approximately $1.5 million and $76,000
for the years ended December 31, 2007 and 2006, respectively. No options
expired during the years ended December 31, 2007 or 2006.

The fair value of unit-based compensation for unit options was estimated on the
date of grant using a Black-Scholes pricing mode! based on certain assumptions.
The Company's determination of the fair value of unit-based payment awards is
affected by the Company’s unit price as well as assumptions regarding a number
of complex and subjective variables. The Company’s employee unit options have
various restriclions including vesting provisions and restrictions on fransfers and
nedging, among others, and often are expected to be exercised prior to their
contractual maturity.

65 o Linn m:maw. Hi

Expected volatilities used in the estimation of fair value have been determined
using avaitable volatility data for the Company as well as an average of volatility
computations of other identified peer companies in the oil and gas industry.
Expected distributions are estimated based on the Company’s distribution rate
at the date of grant. Historical data of the Company and other identified peer
companies is used to estimate expected term because, due to the limited period
of time its equity units have been publicly traded, the Company does not have
sufficient historical exercise data to compute a reasonable estimation. Forfeitures
are estimated using historical Company data and are revised, if necessary, in
subsequent periods if actual forfeitures differ from estimates. All employees
granted awards have been determined to have similar behaviors for purposes of
determining the expected term used to estimate fair value. The risk-free rate for
periods within the expected term of the unit option is based on the U.S. Treasury
yield curve in effect at the time of grant. The fair values of the unit option granis
were based upon the following assumptions:

2007 2006
Expected volatility | 3040% - 3558% | 29.70% - 31.30%
Expected distributions _ 651% - 10.67% _ 7.20% - B.50%
Risk free rate 353% - 5.18% 431% - 5.04%
Expected term | 5.0 years | 5.0 years

Although the fair value of unit option grants is determined in accordance
with SFAS 123R using a Black-Scholes option-pricing model, that value may
not be indicative of the fair value observed in a willing buyer/willing seller
market transaction.

Non-Employee Grants

In February 2007, the Company granted an aggregate 150,000 unit warrants

to certain individuals in connection with an acquisition transition services
agreement. The unit warrants have an exercise price of $25.50 per unit warrant,
are fully exercisable at Becember 31, 2007, and expire ten years from issuance.
In accordance with SFAS 123R, the Company computed the fair value of the unit
warrants using the Black-Scholes model. At December 31, 2007, the aggregate
fair value of the unit warrants was approximately $1.4 miltion and the expense
was recognized over the five-month term of the agreement through June 30,
2007. For the year ended December 31, 2007, the Company recorded this
amount in general and administrative expenses on the consolidated statement
of operations.
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Other Notes Payable

The Company has notes payable for a building, vehicles and equipment, which
are secured by the respective asset and expire at various dates from 2008
through 2024. At December 31, 2007 and 2006, the balance in notes payable
included in other nongurrent liabilities on the consoclidated balance sheets was
$0.8 million and $2.5 million, respectively. The current portion included in other
current liabilities on the consolidated balance sheets was $0.7 miflion and $0.9
million, respectively. At December 31, 2007 and 2006, notes payable includes
approximately $1.1 million and $1.0 million, respectively, of notes payable on
which interest was imputed at 7.0%.

INTEREST RATE SWAPS

The Company has entered into interest rate swap agreements based on LIBOR
to minimize the effect of fiuctuations in interest rates. if LIBOR is lower than

the fixed rate in the contract, the Company is required to pay the counterparties
the difference, and conversely, the counterparties are required to pay the
Company if LIBOR is higher than the fixed rate in the contract. The Company did
not designate the interest rate swap agreements as cash flow hedges under
SFAS 133; therefore, the changes in fair vafue of these instruments are recorded
in current earings.

The following summarizes the Company’s interest rate swaps outstanding:

DECEMBER 31,
(in thousands) 2007 2006
Total liabilities s 30070 T s 423
Less total assets | (142) | {44)

| $ 2998 4 $ 379

67 . Linn m:mﬂ@w. th

Unrealized gains (losses) due to the change in the fair value of approximately
$(29.5) million, $82,000 and $1.0 million for the years ended December 31, 2007,
2006 and 2005, respectively, are recorded in gain {loss) on interest rate swaps in
the consolidated statements of operations,

Realized gains (losses) of approximately $1.5 million, $0.3 million and $17,000 for
the years ended December 31, 2007, 2006 and 2005, respectively, are recorded in
gain {loss} on interest rate swaps in the consolidated statements of operations.

The following presents the outstanding notional amounts and maximum number of
months outstanding of interest rate swaps:

DECEMBER 31,
(in thousands, except months) 2007 2006
Notional amount [ $ 1,212,000 _ 3 50,000
Maximum number of months outstanding | 36 } 24

The following presents the settlement terms of the interest rate swaps:

{in thousands) NOTIONAL AMOUNT  FEXED RATE
Settles monthly, October 2007 — January 2008 b s @Bs5000 | 479%
Settles monthly, January 2008 - January 2009 [ $ 177,000 | 3.50%
Settles monthly, January 2008 - January 2009 _ $ 985,000 | 4.25%
Settles monthly, January 2009 - January 2010 $ 227,000 4.89%
Settles monthly, January 2009 - January 2011 _ $ 985,000 | 510%
Settles quarterly, January 2008 — December 2008 { 3 50,000 | 579%
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The following presents the outstanding notional amounts and maximum number of
months outstanding of oil and gas derivatives:

DECEMBER 31,
2007 2006
Outstanding rotional amounts of gas hedges (MMMBtu) { ers769 | 31,503

Maximum number of months gas hedges outstanding _ 59 _ 35
Qutstanding notional amounts of il hedges (MBhis) 16,214 8,700
Maximum number of months oil hedges outstanding | 72| 60

Settled derivatives on gas production for the year ended December 31, 2007
included a volume of 25,933 MMMBtu at an average contract price of $8.44.
Settled derivatives on oil and NGL production for the year ended December 31,
2007 included a volume of 1,952 MBbls at an average coniract price of $69.09.
The gas derivatives are settled based on the closing NYMEX future price of gas

or on the published PEPL spot price of gas on the settlement date, which ocours
on the third day preceding the production month. The oil transactions are settled
based on the average month’s daily NYMEX price of light oil and settlement occurs
on the final day of the production month.

Realized gains {losses) of approximately $43.2 million, $25.5 million and $(51.4)
million for the years ended December 31, 2007, 2006 and 2005, respectively, are
recorded in gain (loss} on oil and gas derivatives in the consolidated statements
of operations.

By using derivative instruments to hedge exposures to changes in commodity
prices, the Company exposes itself to credit risk and market risk. Credit risk

is the failure of the counterparty to perform under the terms of the derivative
contract. When the fair value of a derivative contract is positive, the counterparty
owes the Company, which creates credit risk. The Company minimizes the
credit risk in derivative instruments by entering into transactions with credit-
worthy counterparties.

Subsequent to December 31, 2007 the Company entered into additional hedging
contracts (see Note 12).

(10)

(11
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PROPERTY AND EQUIPMENT

Property and equipment consists of the following:

DECEMBER 31,

{in thousands) 2007 2006
Land s 102 | s 308
Buifdings and leasehold improvements _ 8,510 _ 2,759
Vehicles | 7405 | 3,097
Aircraft i — _ 5,890
Drilting and other equipment | 12,313 | 8611
Furniture and office equipment ) 8,127 . 1,966

_ ar407 | 22,631
Less accumulated depreciation I (5,383} _ (1,877}

| $ 32,024 | $ 20,754

Depreciation expense on the above assets for the years ended December 31,
2007, 2006 and 2005 was approximately $3.8 million, $1.4 million and $0.9
million, respectively.

ASSET RETIREMENT OBLIGATIONS

Asset retirement obligations (“ARQ"), associated with retiring tangible long-lived
assets, are recognized as a liability in the period in which a legal obligation is
incurred and becomes determinable. This lability is offset by a corresponding
increase in the carrying amount of the underlying asset. The cost of the tangible
asset, including the initially recognized ARQ, is depleted such that the cost of the
ARQ is recognized over the useful life of the asset. The ARO is recorded at fair
value, and accretion expense is recognized over time as the discounted liability is
accreted to its expected settlement value. The fair value of ARO is measured using
expected future cash outflows discounted at the Company’s credit-adjusted risk-
free interest rate (7.0%, 7.0% and 5.8% for the years ended December 31, 2007,
2006 and 2005, respectively).

Inherent in the fair value calculation of ARO are numerous assumptions and
judgments including the nltimate settlement amounts, inflation factors, credit
adjusted discount rates, timing of settiement, and changes in legal, reguiatory,
environmental and potitical environments. To the extent future revisions to these
assumptions impact the fair value of the existing ARQ liabifity, a corresponding
adjustment is made to the asset balance.
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The following reconcitiation presents the impact on the unit amounts of potential (14) OPERATING LEASES

common units and the earnings per unit amounts: The Company teases office space and other property and equipment under lease

YEAR ENDED DECEMBER 31, agreements expiring on various dates through 2015. The Company recognized
(in thousands, except per unit amounts) 2007 2006 2005 expense under operating leases of approximately $1.2 million, $0.5 million and
Net income {loss) 1% (364,349) | $ 79,185 1§ (56,351) $0.4 million for the years ended December 31, 2007, 2006 and 2005, respectively.

_ _ _ As of December 31, 2007, future minimum lease payments were as follows;
Weighted average units outstanding;

Basic units outstanding | esote | 28281 | 2058 1 thousands)
Dilutive effect of unit equivalents (" ] — | 2,104 | — 2008 l's 2752
Diluted units outstanding , 6896 30,385 20,518 2009 _ 2,839
! ! ! 2010 288
Weighted average Class B units outstanding: | | | 2011 2,550
Basic Class B units outstanding _ — 1,737 _ — 2012 _ 2374
Dilutive effect of unit equivalents _ | — — Thereafter | 2566
Diluted Class B units outstanding | — 1 e — | $ 15,047
Net income (loss) per unit: | ! | (15) INCOME TAXES
Units — basic Is Gogls 264ls (275
Units — diluted 15 (529),% 261 ($ (275) The Company is treated as a partnership for federal and state income tax
' purposes. As such, it is not a taxable entity and does not directly pay federal and
Class B units — basic s —ls  2p4ls — state income tax. Its taxable income or loss, which may vary substantially from
Class B units - diluted [ $ — |$ 281 |$ — the net income or net loss reported in the consolidated statements of operations,

M Excludes the effect of average anti-dilutive common stock equivalents refated to unit options and wamants 1S _:n__._.n_mc_m in the qmn_.mqm_ and state __._.no_.:m tax returns of mmn:. unitholder.
and unvested restricted units of 434,821 and 234,016 for the years ended Decemnber 31, 2007 and 2006, Accordingly, no recognition has been given to federal and state income taxes
respectively. All equivalent units were amti-dilutive for the year ended December 31, 2007 as the Company for the onmamzcnm of the Oo:..umi mxnmcﬁ as described below. The m@m_.m@mﬁm
reported a net loss from operations. . A i . R .
difference in the basis of net assets for financial and tax reporting purposes
cannot be readily determined as the Company does not have access to information
about each unitholder’s tax attributes in the Company.
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(16)

be sustained upon audit by a taxing authority. It also requires expanded financial
statement disclosure of such positions.

In evaluating its current tax positions in order to identify any material uncertain
tax positions, the Company developed a policy in identifying uncertain tax
positions that considers support for each tax position, industry standards, tax

teturn disclosures and schedules and the significance of each position. As of

December 31, 2007, the Company had ne material uncertain tax positions.
RELATED PARTY TRANSACTIONS

Lehman Brothers Holding, Inc.

At December 31, 2007, on an aggregate basis, a group of certain direct or indirect
wholly owned subsidiaries of Lehman Brothers Holding, Inc. {"Lehman™} owned
over 10% of the Company's outstanding units, acquired during 2006 and 2007

in the Company’s private placements of units (see Note 4). As such, Lehman is
considered a related party under the provisions of SFAS No. 57 “Refated Party
Disclosures.” Lehman subsidiaries provide certain services to the Company,
including participation in the Company’s Credit Facility (see Note 7) and sale of
commodity derivative instruments (see Note 9), which were all consummated on
terms equivalent to those that prevail in arm’s-length transactions.

In conjunction with its private placement of units, the Company received proceeds
from Lehman of approximately $378.7 million and $46.0 milfion during the years
ended December 31, 2007 and 2006, respectively.

During the year ended December 31, 2007, the Company paid Lehman
underwriting fees of approximately $13.5 million. In addition, during the years
ended December 31, 2007 and 2006, the Company paid distributions on units to
Lehman of approximately $15.2 million and $0.4 million, respectively. During the
year ended December 31, 2007, the Company purchased approximately $226.3
million in 0i and gas put and swap contracts from Lehman.

During the year ended December 31, 2007, the Company paid Lehman, through
the administrator-of its Credit Facility, interest on borrowings under its Credit
Facility of approximately $1.3 million and financing fees of approximately $0.1
million. During the year ended December 31, 2006, the Company paid Lehman
interest on borrowings under its Credit Facility of approximately $0.8 and financing
fees of approximalely $42,000.

The tollowing sets forth the amounts due to or from Lehman as of the
respective balance sheet dates included in the accompanying consolidated
financiat statements:
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DECEMBER 31,
{in thousands) 2007 2006
Assets: | |
Current oil and gas derivative assets _ $ 14226 _ $§ 2218
Noncurrent oil and gas derivative assets $ e $ 353
Liabilities: _ _
Accrued interest payable — Credit Facility ! 3 162 I $ 79
Other current liabilities $ 1278 $ —_
Credit Fac | s 40204 | 5 15986
Noncurrent oil and gas derivative liabilities | $ 7028 | $ —

Other

Eric P. Linn, brother of the Company's Chairman and Chief Executive Officer, serves
as President of a wholly owned subsidiary of the Company. Mr. Linn was paid a
base salary of $0.2 million, $0.2 million and $0.1 million, during the years ended
December 31, 2007, 2006 and 2005, respectively, which is included in operating
expenses on the consolidated statements of operations.

During 2007, Quantum Energy Partners sold all Linn Energy units previously held
and is no longer considered a related party to the Company.

During the year ended December 31, 2007, the Company made payments of
approximately $0.2 million to a company owned by a member of its Board

of Directors. The payments reflect purchases of gas and are included in natural
gas marketing expenses on the consolidated statement of operations. The
expenses were consummated on terms equivalent to those that prevail in
arm’s-length transactions.

During the year ended December 31, 2006, the Company made payments of
approximately $0.4 million to a company owned by one of its senior executives.
The payments reflect reimbursement for maintenance and hourly usage fees

for business use of an aircraft that was partially owned by the senior executive,
These costs are included in general and administrative expense on the
consolidated statement of operations. The fees and expenses associated with the
reimbursements were consummated ¢n terms equivalent to those that prevail in
arm’'s-length transactions. In the third quarter of 2006, the Company purchased an
ownership interest in an airplane for corporate travet from a third party; therefore,
these reimbursements will not be ongoing. Simuktaneous with this transaction, the
senior executive was able to fully fiquidate the investment in the aircraft owned by
his company.
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Depreciation, depletion and amortization expense includes those costs associated with capitalized acquisition and development costs and support equipment. For the
years ended December 31, 2007 and 2006, depreciation, depletion and amortization expense also includes approximately $3.3 million and $1.0 million, respectively, of
impairment recorded on oil and gas properties (see Note 1).

There is no tax provision included in the results of oil and gas producing activities because the Company’s taxable subsidiaries do not own any of the Company’s oil and
gas interests {see Note 15). :

{D) Net Proved il and Gas Reserves
The proved reserves of oil and gas of the Company have been prepared by the independent engineering firm DeGolyer and MacNaughton at December 31, 2007 and
2006. The independent engineering firm, Schlumberger Data and Consulting Services, prepared the estimated reserves at December 31, 2005, These reserve estimates
have been prepared in compliance with the SEC rules based on year-end prices. An analysis of the change in estimated quantities of oil and gas reserves, all of which are
located within the United States, is shown below:

YEAR ENDED DECEMBER 31, 2007

GAS (MMCF) OIL (MBBLS} NGL {(MBBLS) TOTAL {(MMCFE)

Proved developed and undeveloped reserves: | I I |

Beginning of year _ 274,006 _ 30,010 [ — _ 454,066

Revisions of previous estimates (25,418) 6,496 163 14,531

Purchase of minerals in place _ 737583 | 17823 | ai741 b 1004967

Sales of minerals in place _ {1,509) _ (1 | — _ (1,511}

Extensions and discoveries 71,191 1,694 2,213 94,633

Production _ @roony | a2ry | @y | (40,579)

End of year | 1,028,856 ] 54,751 | 43126 . ) 1,616,107
Proved developed reserves:

Beginning of year _ 166,007 _ 24,675 _ — _ 314,057

End of year I 762,115 | 42,791 _ 25,546 | 1,172,142

YEAR ENDED DECEMBER 31, 2006

GAS (MMCF) OIL (MBBLS) TOTAL (MMCFE)

Proved developed and undeveloped reserves: | t [

Beginning of year | 191,856 _ 226 ! 193,210

Revisions of previous estimates (37,239) 370 (35,018)

Purchase of minerals in place | . 84951 | 29,784 | 263,655

Extensions antf discoveries _ 43,037 _ — _ 43,037

Production | 859 @7 {10,818)

Eng of year _ 274,006 . 30,010 ) 454,066
Proved developed reserves: ! U !

Beginning of year _ 123,865 f 226 [ 125,220

End of year [ 166,007 I 24,675 | 314,057
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(E) Standardized Measure of Discounted Future Net Cash Flows and Changes Therein Relating to Proved Reserves

information with respect to the standardized measure of discounted future net cash flows relating to proved reserves is summarized below. Future cash inflows are
computed by applying year-end prices refating to the Company’s proved reserves to the year-end quantities of those reserves. Future production, development, site
restoration and abandonment costs are derived based on current costs assuming continuation of existing economic conditions. There are no future income tax eXpenses
because the Company is a non-taxable entity (see Note 15).

DECEMBER 31,

{in thousands) 2007 2006 2005
Future estimated revenues I ¢ 13,974,496 ' § 3083772 I8 2,041,930
Future estimated production costs | {3,482,336) _ (868,564) _ (332,339)
Future estimated development costs . (720,170) . (239,328} . (96,542)

Future net cash flows _ 9771990 1945880 | 1,612,549
10% annual discount for estimated timing of cash flows | 6,313,751y | (1.3036200 | (1,060,474)

Standardized measure of discounted future estimated net cash flows 1§ 3,458,239 | % 552,260 {1 $ 552075
Representative oil and gas prices at peried end: _ | *

Gas — NYMEX per MMBtu [ 680 | s 564 | 3 10.08

Qil — NYMEX West Texas Intermediate per Bl 1§ 95.92 | § 61.05 | % 57.98

The following summarizes the principal sources of change in the standardized measure of discounted future estimated net cash flows:
YEAR ENDED DECEMBER 31,
{in thousands) 2007 2006 2005
Sales of oil and gas production, net of production costs I $ (229,699) _ $ (62.294) ! $ (37,676}
Changes in estimated future development costs } 5,411 | {2,173) [ 55,125
Net changes in prices and production costs _ 83,597 _ (536,672) _ 135,701
Purchase and sale of minerals in place 2,493,768 508,107 64,361
Extensions, discoveries, and improved recovery, less related costs _ 176,693 f 17,872 _ 192,412
Developmenit costs incurred during the period ) | 91,273 | 47,112 [ 26,406
Revisions of previous quantity estimates _ 23,481 _ {10,747) _ 1,026
Change in discount 55,226 55,208 21,503
Changes in production rates and ather _ 206,229 [ {16,228) | (121,817)
| $2,805,979 | $ 185 | § 337,041

Itis necessary to emphasize that the data presented should not be viewed as representing the expected cash flow from, or current value of, existing proved reserves
since the computations are based on a large number of estimates and arbilrary assumptions. Reserve quantities cannot be measured with precision and their estimation
requires many judgmental determinations and frequent revisions. The required projection of production and related expenditures over time requires further estimates with
respect to pipeline availability, rates of demand and governmental control, Actual future prices and costs are likely to be substantially different from the current prices and
costs utifized in the computation of reported amounts. Any analysis or evaluation of the reported amounts should give specific recognition to the computationat methods
utilized and the limitations inherent therein.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON
ACCOUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

The Company maintains disclosure controls and procedures that are designed to
ensure that information required to be disclosed in the Company’s reports under

the Securities Exchange Act of 1934, as amended (the “Exchange Act") is recorded,
processed, summarized and reported within the time periods specified in the SEC's
rules and forms, and that such information is accumulated and communicated to
management, including the Company’s Chief Executive Officer and Chief Financial
Officer, and the Company’s Audit Committee of the Board of Directors, as appropriate,
to allow timely decisions regarding required disclosure. In designing and evaluating
the disclosure controls and procedures, management recognizes that any controls
and procedures, no matter how well designed and operated, can provide only
reasonable assurance of achieving the desired control objectives, and management is
required to apply its judgment in evaluating the cost-benefit relationship of possible
controls and procedures.

The Company carried out an evaluation under the supervision and with the participation
of its management, including its Chief Executive Officer and Chief Financial Officer, of
the effectiveness of its disclosure controls and procedures as of the end of the period
covered by this report. Based on this evaluation, the Chief Executive Officer and Chief
Financial Officer concluded that the Company's disclosure controls and procedures
were effective as of December 31, 2007.

Management'’s Annual Report on Internal Controt Qver Financial Reporting

See Management’s Report on Internal Control Over Financial Reporting under item 8 of
this Form 10-K.
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Changes in the Company's Internal Control Over Financial Reporting

The Company's management is aiso responsible for establishing and maintaining
adequate internal controls over financial reporting, as defined in Rules 13a-15(f) and
15d-15(f) of the Exchange Act. The Company’s internal controls were designed 1o provide
reasonable assurance as to the reliability of its financial reporting and the preparation
and presentation of the consolidated financial statements for external purposes in
accordance with accounting principles generally accepted in the United States.

Because of its inherent limitations, internal contro! over financial reporting may not
detect or prevent misstatements. Projections of any evaluation of the effectiveness to
future periods are subject to the risk that controls may become inadequate because of
changes in conditions, or that the degree of compliance with the policies or procedures
may deteriorate.

Except for the potential changes noted in the following paragraph relating to the
acquisition of certain oil and gas properties during 2007, there were no changes in the
Company's internal controls over financial reporting during the fourth quarter of 2007
that materially affected, or were reasonably likely to materially affect, the Company’s
internal contro! over financial reporting.

The Company completed an acquisition of oil and gas properties in the Mid-Continent
in August 2007. Company management continues to integrate internal controls and
enhanced reporting related to the financial performance of the acquired operations
with the Company’s internal control over financial reperting. This integration may lead
to changes in these controls in future fiscal periods, but management does not yet
know whether these changes will materally affect the Company's internal control
over financial reporting. Management expects the integration process to be completed
during 2008.

ITEM 9B. OTHER INFORMATION

None.
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{ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

Information required by this item is incorporated herein by reference to the 2008 Proxy Statement.

ITEM 14. PRINCIPAL AGCOUNTING FEES AND SERVICES

Information required by this item is incorporated herein by reference to the 2008 Proxy Statement.

PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

{a) — 2. Financial Statement Schedules:
All schedules are omitted for the reason that they are not required or the information is otherwise supplied under Part I\, ltem 8. “Financial Statements and Supplementary Data.”

{a) — 3. Exhibits Filed:
The exhibits required to be filed by this item are set forth in the Index to Exhibits accompanying this report.
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INDEX TO EXHIBITS
EXHIBIT NUMBER DESCRIPTION
211 Purchase and Sale Agreement, dated December 20, 2007, between Lamamce Drilling Company, as Seller and Linn Energy Holdings, LLC, as
Purchaser
2.21 Amendment to Purchase and Sale Agreement, dated as of January 31, 2008, between Lamamco Drilling Company, as Seller and Linn Energy
Holdings, LLC, as Purchaser
23 Amended and Restated Mid-Continent Onshore Package Purchase Agreement, dated August 30, 2007, between Dominion Exploration &
Production, Inc., Dominion Oklahoma Texas Exploration & Production, Inc., LONG Texas Holdings, LLC, and DEPI Texas Holdings, LLC, as Sellers,
and Linn Energy, LLC, as Purchaser {incorporated herein by reference to Exhibit 2.1 to Current Report on Form 8-K filed on September 5, 2007)
3.1 Certificate of Formation of Linn Energy Holdings, LLC {now Linn Energy, LLC) (incorporated herein by reference to Exhibit 3.1 to Registration
Statement on Form S-1 (File No, 333-125501) filed by Linn Energy, LLC on June 3, 2005}
32 Certificate of Amendment te Certificate of Formation of Linn Energy Holdings, LLC (now Linn Energy, LLC) (incorporated herein by reference to
Exhibit 3.2 to Registration Statement on Form S-1 (File No. 333-125501) filed by Linn Energy, LLC on June 3, 2005)
3.3 Second Amended and Restated Limited Liability Company Agreement of Linn Energy, LLC dated January 19, 2006 (incorporated herein by
reference to Exhibit 3.3 to Annual Report ¢n Form 10-K for the year ended December 31, 2006, filed on March 30, 2007)
34 Amendment No. 1 to Second Amended and Restated Limited Liability Company Agreement of Linn Energy, LLC dated October 24, 2006
{incorporated herein by reference to Exhibit 3.4 to Annual Report on Form 10-K for the year ended December 31, 2006, filed on March 30, 2007)
35 Amendment No. 2 to Second Amended and Restated Limited Liability Company Agreement of Linn Energy, LLC dated February 1, 2007
{incorporated herein by reference to Exhibit 3.5 to Annual Report en Form 10-K for the year ended December 31, 2006, filed on March 30, 2007)
36 Amendment No. 3 to Second Amended and Restated Limited Liability Company Agreement of Linn Energy, LLC dated August 31, 2007
{incorporated herein by reference to Exhibit 4.1 to Current Report on Form 8-K, filed on September 5, 2007)
4.1 Form of specimen unit certificate for the units of Linn Energy, LLC (incorporated herein by reference to Exhibit 4.1 to the Annual Report on
Form 10-K for the year ended December 31, 2005, filed on May 31, 2006)
10.1* form of Linn Energy, LLC Long-Term Incentive Plan (incorporated herein by reference to Exhibit 10.10 to Amendment No. 4 to Registration
Statement on Form S-1 filed on December 14, 2005)
10.2* First Amendment to Linn Energy, LLC Long-Term Incentive Plan dated January 18, 2007 (incorporated by reference to Exhibit 10.1 to Current
Report on Form 8-K filed on January 19, 2007)
10.3* Second Amendment to Linn Energy, LLC Long-Term Incentive Plan dated March 21, 2007 (incorporated herein by reference to Exhibit 10.3 to
Annual Report on Form 10-K for the year ended December 31, 2008, filed on March 30, 2007}
10.4t Form of Executive Unit Option Agreement pursuant to the Linn Energy, LLC Long-Term fncentive Plan
10.51 Form of Executive Restricted Unit Agreement pursuant to the Linn Energy, LLC Long-Term Incentive Plan
10.6* Form of Phantom Unit Grant Agreement for Independent Directors pursuant to the Linn Energy, LLC Long-Term Incentive Pian {incerperated herein
by reference to Exhibit 10.1 to Current Report on Form 8-K filed on August 9, 2006)
0.7~ Amended and Restated Employment Agreement, dated effective as of December 14, 2005 between Linn Operating, Inc. and Michael C. Linn

{incorporated herein by reference to Exhibit 10.12 to Amendment No. 4 to Registration Statement on Form $-1 (File No. 333-125501) filed on
December 14, 2005) :
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EXHIBIT NUMBER DESCRIPTION
10.25 — Registration Rights Agreement dated August 31, 2007, by and amang the Company and the Purchasers named therein {incorporated herein by
reference to Exhibit 10.3 to Current Report on Form 8-K filed on September 5, 2007)
211t —  Significant Subsidiaries of Linn Energy, LLC
231t — Consent of KPMG LLP for Linn Energy, LLC
23.2 — Consent of DeGolyer and MacNaughton Data and Consulting Services
23.31 — Consent of Schlumberger Technology Corporation
3Nt — Section 302 Certification of Michael C. Linn, Chairman and Chief Executive Officer of Linn Energy, LLC
3.2t —  Section 302 Certification of Kolja Rockov, Executive Vice President and Chief Financial Officer of Linn Energy, LLC
32.1¢ —  Section 906 Certification of Michael C. Linn, Chairman and Chief Executive Officer of Linn Energy, LLC
32.2t1 — Section 906 Certification of Kolja Rockov, Executive Vice President and Chief Financial Officer of Linn Energy, LLC

t Filed herewith.
* Management Contract or Compensatory Plan or Arrangement required to be filed as an exhibit hereto pursuant to ltem 601 of Regulation S-K.
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM Exhibit 23.1

The Board of Directors
Linn Energy, LLC:

We consent to the incorporation by reference in the registration statement (No. 333-131153) on Form S-8 and in the registration statements (No. 333-146120, 333-148061, and
333-148134) on Form S-3 of Linn Energy, LLC of our reports dated February 28, 2008, with respect to the consolidated balance sheets of Linn Energy, LLC as of December 31,
2007 and 2006, and the related consolidated statements of operations, unitholders’ capital (deficit), and cash flows for each of the years in the three-year period ended

December 31, 2007, and all related financial statement schedules, and the effectiveness of internal control over financial reporting as of December 31, 2007, which reports appear
in the December 31, 2007 annual report on Form 10-K of Linn Energy, LLC.

{s/ KPMG, | LP

Houston, Texas
February 28, 2008
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CONSENT OF SCHLUMBERGER TECHNOLOGY CORPORATION Exhibit 23.3

As independent petroleum engineers, Data & Consulting Services Division of Schlumberger Data and Technology Corporation hereby consents to the incorporation by reference

in the registration statement on Form $-8 (File No. 333-131153) and the registration statements (Nos. 333-146120, 333-148061, and 333-148134) on Form 5-3 of Linn Energy,
LLC of information from our Firm's reserve report dated March 1, 2006 entitled “Reserve and Econamic Evaluation of Proved Reserves of Certain Linn Energy, LLC Oil and Gas
Interests As of December 31, 2005 and all references to our firm included in or made a part of the Linn Energy, LLC Annual Report on Form 10-K to be filed with the Securities and
Exchange Commission.

/s/ CHARLES M. BOYER Il P.G

Name:  Charles M. Boyerll, PG.
Titte; Operations Manager
Pittsburgh Consulting Services

Pittsburgh, Pennsylvania
February 28, 2008
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Exhibit 31.2

I, Kolja Rockov, certify that:

1.

I have reviewed this Annual Report on Form 10-K of Linn Energy, LLC (the “registrant™;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in

light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

. 3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,

results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officers and | are responsible for establishing and maintaining disclosure controls and procedures {as defined in Exchange Act

Rules 13a-15(e) and 15d-15(e)) and interal contro! over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d--5(f)) for the registrant and have:

{a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under ocur supervision, to ensure that material
information relating to the registrant, including its consotidated subsidiaries, is made known to us by others within those entities, particularly during the period in which
this report is being prepared,;

{b) Designed such internal contro! over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reperting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

{c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d} Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal control
over financial reporting; and

5. The registrant’s other certifying officers and 1 have disclosed, based on our most recent evaluation of internal control over financiat reporting, to the registrant’s auditors

Date:

and the audit committee of registrant’s board of directors {or persons performing the equivalent function}:

{a) All significant deficiencies and material weaknesses in the design or operation of internal contro! over financial reporting which are reasonably likely to adversely affect
the registrant’s ability to record, process, summarize and report financial information; and

{b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.

February 28, 2008

{s/ KOLJA ROCKOV

Kolja Rockov
Executive Vice President and Chief Financial Officer
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CERTIFICATION PURSUANT TO 18 U.S.C. SEGTION 1350, Exhibit 32.2
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Linn Energy, LLC (the “Company”) on Form 10-X for the year ended December 31, 2007 as filed with the Securities and Exchange
Commission on the date hereof (the “Report™), 1, Kolja Rockoy, Executive Vice President and Chief Financial Officer of the Company, certify, pursuant to 18 U.5.C. § 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

fs/ KOLJA ROCKOV
Koljia Rockov
Executive Vice President and Chief Financial Officer

Date: February 28, 2008
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LINN ENERGY, LLC
600 Travis, Suite 5100
Houston, Texas 77002

NOTICE OF ANNUAL MEETING OF UNITHOLDERS
To Be Held on May 29, 2008

Dear Unitholder:

You are cordially invited to attend the 2008 Annual Meeting of Unitholders (the “Annual Meeting”)}
of Linn Energy, LLC, a Delaware limited liability company (“Linn Energy”), which will be held on
Thursday, May 29, 2008, at 1:00 p.m., Central Standard Time, at the Magnolia Hotel, 1100 Texas Street,
Houston, Texas 77002. The Annual Meeting will be held for the following purposes:

1

To elect five directors to Linn Energy’s Board of Directors to serve until the 2009 Annual
Meeting of Unitholders;

To ratify the appointment of KPMG LLP as independent auditor of Linn Energy for the fiscal
vear ending December 31, 2008;

To approve the Amended and Restated Linn Energy, LLC Long-Term Incentive Plan (the
“LTIP™), which a) increases the total number of Units authorized to be issued under the LTIP
from 3,900,000 units to 12,200,000 units, which represents an incremental increase of 8,300,000
units, b} removes the limitation on the number of restricted units that may be awarded under the
LTIP within the overall limit on units that are authorized to be issued under the LTIF, ¢) prohibits
repricing of options and unit appreciation rights, d) prohibits net unit counting for unit
appreciation rights, e} provides for minimum vesting periods for full value awards, and
1} prohibits the issuance of distribution equivalent rights in tandem with options and unit
appreciation rights; and

To transact such other business as may properly come before the Annual Meeting and any
adjournments or postponements of the meeting.

Additional information regarding the Annual Meeting is set forth in the attached Proxy Statement.

Only unitholders of record at the close of business on April I, 2008 are entitled to receive notice of
and to vote at the Annual Meeting or any adjournments or postponement thereof. A list of our unitholders
will be available for examination at the Annual Meeting and at Linn Energy’s Houston office at least ten
days prior to the Annual Meeting,

By Order of the Board of Directors,

(Kt 0207

Charlene A. Ripley
Senior Vice President, General Counsel and
Corporate Secretary

Houston, Texas
April 21, 2008

YOUR VOTE IS IMPORTANT. WHETHER OR NOT YOU PLAN TO ATTEND THE MEETING,
PLEASE SIGN, DATE AND RETURN THE ENCLOSED PROXY CARD IN THE ENCLOSED
POSTAGE-PAID RETURN ENVELOPE AS PROMPTLY AS POSSIBLE. IF YOU ATTEND THE
MEETING AND SO DESIRE, YOU MAY WITHDRAW YOUR PROXY AND VOTE IN PERSON.

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE

UNITHOLDERS MEETING TO BE HELD ON MAY 29, 2008.
This Proxy Statement and our 2007 Annual Report are available at www.proxyvote.com.
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LINN ENERGY, LLC
600 Travis, Suite 5100
Houston, Texas 77002

PROXY STATEMENT

Annual Meeting of Unitholders
To Be Held on Thursday, May 29, 2008

This Proxy Statement, which was first mailed to our unitholders on or around April 21, 2008, is being
furnished to you in connection with the solicitation of proxies by and on behalf of the Board of Directors of
Linn Energy, LLC, (the “Board”) for use at our 2008 Annual Meeting of Unitholders (the “Annual
Meeting’’) or at any adjournments or postponements thereof. The Annual Meeting will be held on
Thursday, May 29, 2008, at 1:00 p.m., Central Standard Time, at the Magnolia Hotel, 1100 Texas Street,
Houston, Texas 77002. Only holders of record of units at the close of business on April 1, 2008 (the
“Record Date”) were entitled to notice of, and are entitled to vote at, the Annual Meeting and any
adjournments or postponements thereof, unless such adjournment or postponement is for more than
30 days, in which event we will set a new record date. Unless the context requires otherwise, the terms
“our,” “we,” “us” and similar terms refer to Linn Energy, LLC, together with its consolidated subsidiaries.

LRI T3

Proposals

At our 2008 Annual Meeting of Unitholders, we are asking our unitholders to consider and act upon
proposals to: (1) elect five directors to serve until our 2009 Annual Meeting; (2) ratify the appointment of
KPMG LLP as our independent auditor for the fiscal year ending December 31, 2008; and (3) approve the
Amended and Restated Linn Energy, LLC Long-Term Incentive Plan (the “LTIP”), which a) increases the
total number of Units authorized to be issued under the LTIP from 3,900,000 units to 12,200,000 units,
which represents an incremental increase of 8,300,000 units, b) removes the limitation on the number of
restricted units that may be awarded under the LTIP within the overall limit on units that are authorized to
be issued under the LTIP, c) prohibits repricing of options and unit appreciation rights, d) prohibits net
unit counting for unit appreciation rights, ) provides for minimum vesting periods for full value awards,
and f) prohibits the issuance of distribution equivalent rights in tandem with options and unit appreciation
rights.

Quorum Required

The presence, in person or by proxy, of the holders as of the Record Date of a majority of our
outstanding units is necessary to constitute a quorum for purposes of voting on the proposals at the Annual
Meeting. Withheld votes will count as present for purposes of establishing a quorum on the proposals.

How to Vote

If vou are a holder of our units, you are entitled to one vote at the meeting for each unit that you held
as of the Record Date. If you do not wish to vote for a particular director nominee, you must clearly
identify such nominee on your proxy card. Votes withheld will have the same effect as not voting. A
plurality of the votes of the units present in person or represented by proxy at the meeting and entitled to
vote on the election of directors is required to elect each nominee for director and a majority of the units
present in person or by proxy at the meeting is required to approve each other item to be voted upon at the
meeting. We will include abstentions in the vote totals, which means that they have the same effect on each




proposal as a negative vote. However, broker non-votes, if any, though counted for purposes of
determining a quorum, will not be included in the vote totals and therefore will not have any effect.

You may vote in person at the Annual Meeting or by proxy. Even if you plan to attend the Annual
Meeting, we encourage you to complete, sign and return your proxy card in advance of the Annual
Meeting. If you plan to attend the Annual Meeting and wish to vote in person, we will give you a ballot at
the meeting. However, please note that if your units are held in “street name” (in the name of a broker or
by a bank or other nominee), you are considered the beneficial owner of these units and proxy materials
are being forwarded to you by your broker or nominee, which is considered, with respect to these units, the
unitholder of record. As the beneficial owner, you have the right to direct your broker how to vote;
however, since you are not the unitholder of record, you may not vote these units in person at the Annual
Meeting unless you obtain from your brokerage firm an account statement, letter or other evidence
satisfactory to us of your beneficial ownership of the units. Please mail your completed, signed and dated
proxy card in the enclosed postage-paid return envelope as soon as possible so that your units may be
represented at the Annual Meeting.

Revoking Your Proxy

You may revoke your proxy before it is voted at the Annual Meeting as follows: (i) by delivering,
before or at the Annual Meeting, a new proxy with a later date; (ii) by delivering, on or before the business
day prior to the Annual Meeting, a notice of revocation to our Secretary at the address set forth in the |
notice of the Annual Meeting; (iii) by attending the Annual Meeting in person and voting, although your
attendance at the Annual Meeting, without actually voting, will not by itself revoke a previously granted
proxy; or (iv) if you have instructed a broker to vote your units, you must follow the directions received
from your broker to change those instructions.

Outs'tanding Units Held on Record Date

As of the Record Date, there were 114,540,574 outstanding units entitled to vote at the Annual
Meeting. S

PROPOSAL ONE: ELECTION OF DIRECTORS

Members of our Board of Directors are elected each year at the annual meeting of unitholders. All
five of our current Board members have been nominated to stand for re-election at the Annual Meeting.
We encourage our direcior nominees to attend our annual meetings .to provide an opportunity for
unitholders to communicate directly with directors about issues affecting our company. We anticipate that
all director nominees will attend the Annual Meeting. In 2007, all the current directors attended the
annual meeting, except Mr. McCoy who became a director in September 2007.

. At the Annual Meeting, our unitholders will consider and act upon a proposal to elect five directors to
our Board of Directors to serve until the 2009 Annual Meeting of Unitholders. Each of the nominees has
consented to serve as a director if so elected. Each nominee who is elected to our Board of Directors will
serve in such capacity uatil his term expires or his successor has been duly elected and qualified or, if
earlier, until such director dies, resigns or is removed. The persons named as proxies in the accompanying
proxy card, who have been designated by our Board of Directors, intend to vote FOR the election of the
director nominees unless otherwise instructed by a unitholder in a proxy card. If these nominees become
unable for any reason to stand for election as a director, the persons named as proxies in the accompanying
proxy card will vote for the election of such other person or persons as our Board of Directors may
recommend and propose to replace such nominee or nominees.




Information concerning the five director nominees is set forth below..

Director Nominees

Director
Name ) Age Position with Our Company Since
Michael C. Linn................ 56 Chairman, Chief Executive Officer and Director 2003
George A. Alcorn. .. ............ 76 Independent Director , 2006
Terrence S.Jacobs .............. 65 Independent Director 2006
Jeffrey C. Swoveland . .. .. ....... 53 Independent Director 2006
Joseph P McCoy ............... 57 Independent Director 2007

Michael C. Linn is our Chairman and Chief Executive Officer and has served in such capacity since
December 2007. Prior to that, from June 2006 to December 2007, Mr. Linn served as Chairman, President
and Chief Executive Officer and from March 2003 to June 2006, he was the President, Chief Executive
Officer and Director. From 2000 to 2003 Mr. Linn was President of Allegheny Interests, Inc., a private oil
and gas investment company. From 1980 to 1999, Mr. Linn served as General Counsel {1980-1982), Vice
President (1982-1987), President (1987-1990) and CEO (1990-1999) of Meridian Exploration, a private
Appalachizan Basin oil and gas company that was sold to Columbia Natural Gas Company in 1999, Both .
Allegheny Interests and Meridian Exploration were wholly owned by Mr. Linn and his family. Mr. Linn is
the immediate past Chairman of the Independent Petroleum Association of America, the largest national
trade association of independent oil and gas producers. He currently sits on the Boards of the National
Petroleum Council and the American Exploration and Production Council and is a member of the oil and
gas industry’s 25 Year Club. He was recently appointed as a Texas representative to the Legal and
Regulatory Affairs Committee of the Interstate Qil and Gas Compact Commission. He is also Chairman of
the Houston Wildcatters Committee of the Texas Alliance of Energy Producers. Mr. Linn regularly appears
on behalf of the industry before state and federal agencies, such as the Department of Energy, Department
of the Treasury, Federal Energy Regulatory Commission and the Environmental Protection Agency. In
addition, he has testified on behalf of the industry before various committees and subcommittees of the
U.S. House of Representatives and the U.S. Senate and is regularly quoted and has published various
articles for trade publications and newspapers. He is also a frequent guest on radio and television
programs representing the industry. His civic affiliations include memberships on the Boards of Small
Steps and the Youth Development Center, in addition to memberships on the American Art Committee of
the Museum of Fine Arts Houston' and the Corporate Committee of Texas Children’s Hospital.

George A. Alcorn was appointed to our Board of Directors in January 2006. Mr. Alcorn is an
independent director and serves as Chairman of our Nominating and Governance Committee. Mr. Alcorn
has served as President of Alcorn Exploration, Inc., a private exploration and production company, since
1982. Mr. Alcorn is also a member of the board of directors of EQOG Resources, Inc. He is a past chairman
of the Independent Petroleum Association of America and a founding member and past chairman of the
Natural Gas Council.

Terrence S. Jacobs was- appointed to -our Board of Directors in January 2006. Mr. Jacobs is an
independent director and serves as Chairman of our Audit Committee. Since 1995, Mr, Jacobs has served
as President and CEQ of Penneco Oil Company, which provides ongoing leasing, marketing, exploration
and drilling operations for natural gas and crude oil in Western Pennsylvania and West Virginia.
Mr. Jacobs currently serves on the boards of directors of Penneco Qil Company and affiliates, Rockwood
Casualty Insurance Company, Somerset Casualty Insurance Company and First Commonwealth Bank.
Mr. Jacobs served as President of the Independent Oil and Gas Association of Pennsylvania from 1999 to
2001 and from 2003 to 2005 and has served as a director of the Independent Petroleum Association of
America for the states of Delaware, Maryland, Pennsylvania and New York—West from 2000-2006. He is
presently serving as Chairman of the Tax Committee of the Independent Petroleum Association of
America. Mr. Jacobs is a Certified Public Accountant in Pennsylvania.




Jeffrey C. Swoveland was appointed to our Board of Directors in January 2006. Mr. Swoveland is an
independent director and serves as Chairman of the Compensation Committee. Since May of 20006,
Mr. Swoveland has served as Chief Operating Office of Coventina Healthcare Enterprises, a medical
device company that develops and markets products which reduce pain and increase the rate of healing
through therapeutic, deep tissue heating. From 2000 to 2006, he served as Chief Financial Officer of
BodyMedia, a life-science and bioinformatics company. From 1994 to 2000, he served as Director of
Finance, VP Finance & Treasurer and Interim Chief Financial Officer of Equitable Resources, Inc., a
diversified natural gas company.

Joseph P McCoy was appointed to our Board of Directors in September 2007. Mr. McCoy is an
independent director. Mr. McCoy served as Senior Vice President and Chief Financial Officer of
Burlington Resources Inc. from 2005 until 2006 -and Vice President and Controller (Chief Accounting
Officer) of Burlington Resources Ine. from 2001 until 2005. Mr. McCoy is also a member of the board of
directors of Rancher Energy, Inc. and BPI Energy Corp.

Required Vote

Our limited liability company agreement provides for “plurality voting” in the election of directors,
and directors will be elected by a plurality of the votes cast for a particular position. Each outstanding unit
shall be entitled to one vote on all matters submitted to members for approval and in the election of
directors.

With respect to the Annual Meeting, we have five nominees and five available board seats. Each
properly executed proxy received in time for the Annual Meeting will be voted as specified therein, The
five nominees receiving the most votes cast at the Annual Meeting will be elected to our Board of
Directors.

OUR' BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT UNITHOLDERS YOTE “FOR”
THE ELECTION OF EACH OF THE FIVE NOMINEES FOR DIRECTOR.

THE BOARD OF DIRECTORS AND ITS COMMITTEES
Director Independence

The Nominating and Governance Committee of our Board of Directors reviews director
independence on an annual basis and makes a threshold determination as to the status of each director’s
independence. After this initial determination is made, the Nominating and Governance Committee
makes a recommendation to the full Board of Directors, who then ultimately determine director
independence. This subjective determination is made by considering all direct or indirect business
relationships between each director (including his or her immediate family) and our company, as well as
relationships with charitable organizations. The full Board of Directors, upon recommendation by the
Nominating and Governance Committee, has determined that Messrs. Alcorn, Jacobs, Swoveland and
McCoy qualify as “independent” in accordance with the published listing requirements of The NASDAQ
Global Select Market (“NASDAQ”). The NASDAQ independence definition includes a series of objective
tests, such as that the director is not an employee of our company and has not engaged in various types of
business dealings with our company. In addition, as further required by the NASDAQ rules, the
Nominating and Governance Committee has made a subjective determination as to each independent
director that no relationships exist which, in the opinion of the Nominating and Governance Committee,
would interfere with the exercise of his independent judgment in carrying out the responsibilitics of a
director. Mr. Linn is not independent by virtue of his role as Chief Executive Officer of our company.




During the Board of Director’s most recent review of independence, the following relationships were
considered:

» Mr. Alcorn serves as President of Alcorn Exploration, LLC, a private exploration and production
company. Mr. Alcorn is also a member of the board of directors of EOG Resources, Inc.

* Mr. Jacobs has served as President of Penneco Gil Company, which provides ongoing leasing,
marketing, exploration and drilling operations for natural gas and crude oil in Western Pennsylvania
and West Virginia. During 2007, we paid approximately $0.2 million to Penneco Qil Company for
purchases of natural gas. These purchases represent an amount less than 5% of our consolidated
gross oil, gas and natural gas liquid sales and were consummated on arm’s length terms. Future
purchases are expected to remain under 5% of our consolidated sales.

* Mr. Swoveland has served as Chief Operating Officer of Coventina Healthcare Enterprises, a
medical device company since May 2006.

* Mr. McCoy served as Senior Vice President and Chief Financial Officer of Burlington
Resources Inc., a publicly traded independent oil and gas company, until its merger with
ConocoPhillips in 2006. He is also a member of the boards of directors of Rancher Energy Corp.
and BPI Energy, Inc. - '

After consideration, our Board of Directors has determined that these relationships would not
interfere with Messrs. Alcorn, Jacobs, Swoveland or McCoy's independent judgment as Linn Energy, LLC
Board members. '

In addition, the members of the Audit Committee of our Board of Directors each qualify as
“independent” under standards established by the Securities and Exchange Commission (“SEC”} for
members of audit committees, and the Audit Committee includes at least one member who is determined
by our Board of Directors to meet the qualifications of an “audit committee financial expert” in
accordance with SEC rules, including that the person meets the relevant definition of an “independent”
director. Mr. Jacobs is the independent director who has been determined to be an audit committee
financial expert. Unitholders should understand that this designation is a disclosure requirement of the
SEC related to Mr. Jacobs’ experience and understanding with respect to certain accounting and auditing
matters. The designation does not impose on Mr. Jacobs any duties, obligations or liability that are greater
than are generally imposed on him as a member of the Audit Committee and Board of Directors, and his
designation as an audit committee financial expert pursuant to this SEC requirement does not affect the
duties, obligations or liability of any other member of the Audit Committee or Board of Directors.

Corperate Governance

Our Board of Directors has adopted Corporate Governance Guidelines to assist it in the exercise of
its responsibility to provide effective governance over our affairs for the benefit of our unitholders. In
addition, we have adopted a Code of Business Conduct and Ethics, which sets forth legal and ethical
standards of conduct for all our employees, as well as our directors. We also have adopted a code of ethics
which applies to our Chief Executive Officer and Senior Financial Officers. All of ‘these documents are
available on our website, www.linnenergy.com, and will be provided free of charge to any unitholder
requesting a copy by writing to our Corporate Secretary, Linn Energy, LLC, 600 Travis, Suite 5100,
Houston, Texas 77002. If any substantive amendments are made to the Code of Ethics for Chief Executive
Officer and Senior Financial Officers or if we grant any waiver, including any implicit waiver, from a
provision of the code, we will disclose the nature of such amendment or waiver within four business days
on our website. The information on our website is not, and shall not be deemed to be, a part of this Proxy
Statement or incorporated into any other filings we make with the SEC.




Communications to Our Board of Directors

Qur Board of Directors has a process in place for communication with unitholders. Unitholders
should initiate any communications with our Board in writing and send them to our Board of Directors
c/o Charlene A. Ripley, Senior Vice President, General Counsel and Corporate Secretary, Linn
Energy, LLC, 600 Travis, Suite 5100, Houston, Texas 77002. All such communications will be forwarded to
the appropriate directors. This centralized process will assist our Board of Directors in reviewing and
responding to unitholder communications in an appropriate manner. If a unitholder wishes for a particular
director or directors to receive any such communication, the unitholder must specify the name or names of
any specific Board recipient or recipients in the communication. Communications to our Board of
Directors must include the number of units owned by the unitholder as well as the unitholder’s name,
address, telephone number and email address, if any.

Meetings of Qur Board of Directors; Executive Sessions

Our Board of Directors holds regular and special meetings from time to time as may be necessary.
Regular meetings may be held without notice on dates set by our Board of Directors from time to time.
Special meetings of our Board of Directors may be called with reasonable notice to each member upon
request of the Chairman of the Board of Directors or upon the written request of any three Board
members. A quorum for a regular or special Meeting will exist when a majority of the members are
participating in the meeting either in person or by conference telephone. Any action required or permitted
to be taken at a Board meeting may be taken without a meeting, without prior notice and without a vote if
all of the members sign a written consent authorizing the action.

During 2007, our Board of Directors held 4 regular and 13 special meetings. The standing Committees
of our Board of Directors held an aggregate of 22 meetings during this period. Each director attended at
least 75% of the aggregate number of meetings of the Board and Committees on which he served.
Mr. McCoy joined our Board in September 2007 and attended all meetings in 2007 following his election.

The Corporate Governance Guidelines adopted by our Board of Directors provide that the
independent directors will meet in executive session at least quarterly, or more frequently if necessary. The
Chairman of our Nominating and Governance Committee will chair the executive sessions of the
independent directors.

Committees of Our Board of Directors.

Our Board of Directors currently has standing Audit, Compensation, and Nominating and
Governance Committees. Each member of these Committees is an independent director in accordance
with the NASDAQ listing standards described above and applicable SEC rules. Our Board of Directors has
adopted a written charter for each of these Committees, which sets forth each Committee’s purposes,
responsibilities and authority. Each Committee reviews and assesses on an annual basis the adequacy of its
charter and recommends any proposed modifications to our Board of Directors for its approval. These
committee charters are available on our website at www.linnenergy.com. You may also contact Charlene A.
Ripley, our Senior Vice President, General Counsel and Corporate Secretary at Linn Energy, LLC,
600 Travis, Suite 5100, Houston, Texas 77002, to request paper copies free of charge. The following is a
brief description of the functions and operations of the standing Committees of our Board of Directors.

Audit Committee.

The Audit Committee assists our Board of Directors in its general oversight of our financial reporting,
internal controls and audit functions, and is directly responsible for the appointment, retention,
"compensation and oversight of the work of our independent auditor. During 2007, the Audit Committee
held 11 meetings. The Audit Committee is currently comprised of four directors: Mr. Jacobs (Chairman),
Mr. Alcorn, Mr. Swoveland and Mr. McCoy. Each member of the Audit Committee is “independent” as




defined by the NASDAQ listing standards and applicable SEC rules, and is financially literate. Mr. Jacobs
has been designated the “audit committee financial expert”. .

Our Audit Committee also reviews related party transactions and other specific matters that our
Board of Directors believes may involve conflicts of interest. The Audit Committee determines if the
related party transaction or resolution of the conflict of interest is in the best interest of our company. Any
conflict of interest matters approved by the Audit Committee will be conclusively deemed to be fair and
reasonable to our company and approved by all of our Unitholders. The report of our Audit Committee
appears under the heading “Report of the Audit Committee” below.

Compensation Committee.

The Compensation Committee’s primary responsibilities are to: (i) approve the compensation
arrangements for senior management of our company and for our Board members, including
establishment of salaries and bonuses and other compensation for executive officers of our company, (ii) to
approve any compensation plans in which officers and directors of our company are eligible to participate
and to administer such plans, including the granting of equity awards or other benefits under any such
plans and (iii) to review and discuss with our management the Compensation Discussion and Analysis to
be included in our annual proxy statement. The Compensation Committee also oversees the preparation of
a report on executive compensation for inclusion in the annual proxy statement.

During 2007, the Compensation Committee held seven meetings. The Compensation Committee 1s
currently comprised of four directors: Mr, Swoveland (Chalrman) Mr. Alcorn, Mr. Jacobs and
Mr. McCoy. Each of the Compensation Committee members is “independent” as defined by the
NASDAQ listing standards. All Compensation Committee members are also “non-employee directors” as
defined by Rule 16b-3 under the Securities Exchange Act of 1934, as amended (“Exchange ‘Act”). The
report of our Compensation Committee appears under the heading “Report of  the Compensation
Committee” on page 25 of this Proxy Statement.

Procedures and Processes for Determining Executive and Director Compensation

Please refer to “Compensation Discussion and Analysis, The Compensation Committee,” on page 19
of this Proxy Statement for a discussion of the Compensation Commiittee’s procedures and processes for
making compensation determinations.

Compensation Committee Interlocks and Insider Participation

Messrs. Swoveland, Alcorn, Jacobs and McCoy currently serve as members of the Compensation
Committee and each are “independent” directors as defined by the NASDAQ listing standards. No
member of the Compensation Committee has any relationship with our company that is required to be
disclosed in any of the reports that we file with the SEC other than service on our Board of Directors.
None of our executive officers serves as a member of the board of directors or compensation committee of
any entity that has one or more of its executive offlcers serving as a member of our Board of Directors or
Compensation Committee. ‘ -

Nominating and Governance Committee.

The Nominating and Governance Committee’s primary responsibilities are (i) to develop criteria,
recruit and recommend candidates for election to our Board of Directors, (ii) to develop and recommend
corporate governance guidelines to our Board of Directors, and to assist our Board of Directors in
implementing such guidelines, (iii) to lead our Board of Directors in its annual review of the performance
of the Board of Directors and its Committees, (iv) to review and amend as appropriate our Code of
Business Conduct and Ethics and our Code of Ethics for Chief Executive Officer and Senior Financial
Officers and (v) to assess the independence of each non-employee director and to determine the “audit




committee financial expert”. The Nominating and Governance Committee will consider the following
qualifications, along with such other qualities the Board identifies from time to time, for director
nominees:

* Personal and professional integrity and high ethical standards;
* Good business judgment;

* An excellent reputation in the industry in which the nominee or director is or has been primarily
employed;

* A sophisticated understanding of our business or similar businesses;
¢ Curiosity and a willingness to ask probing questions of management;

* The ability and willingness to work cooperatively with other members of the Board and with the
CEO and other senior management; and

* The ability and willingness to support us with his or her preparation for, attendance at and
participation in Board meetings.

The Committee will evaluate each nominee based upon a consideration of a nominee’s qualification
as independent and consideration of diversity, age, skills and experience in the context of the needs of the
Board of Directors as described in our Corporate Governance Guidelines. The Nominating and
Governance Committee may rely on various sources to identify director nominees. These include input
from directors, management, professional search firms and others that the Committee feels are reliable.

The Nominating and Governance Committee will consider director candidate suggestions made by
unitholders in the same manner as other candidates. Any such nominations, together with appropriate
biographical information, should be submitted to the Chairman of the Nominating and Governance
Committee, c/o Charlene A. Ripley, Senior Vice President, General Counsel and Corporate Secretary,
Linn Energy, LLC, 600 Travis, Suite 5100, Houston, Texas 77002. For other procedures that must be
followed in order for the Committee to consider recommendations from unitholders, please read
“Unitholder Proposals and Director Nominations—Recommendation of Director Candidates to the
Nominating and Governance Committee,” In 2007, the Nominating and Governance Committee held 4
meetings. The Nominating and Governance Committee is currently comprised of four directors:
Mr. Alcorn (Chairman), Mr. Jacobs, Mr. Swoveland and Mr. McCoy. Each member of the Nominating and
Governance Committee is “independent” as defined by the NASDAQ listing standards.

Report of the Audit Committee

The Audit Committee oversees the financial reporting process of Linn Energy, LLC on behalf of its
Board of Directors. Management has the primary responsibility for the preparation of the financial
statements and the reporting process, including the systems of internal control.

With respect to the financial statements for the year ended December 31, 2007, the Audit Committee
reviewed and discussed the financial statements of Linn Energy, LLC and the quality of financial reporting
with management and the independent auditor. It aiso discussed with the independent auditor the matters
required to be discussed by Statement on Auditing Standards No. 61, as amended (AICPA, Professional
Standards, Vol. 1, AU section 380), as adopted by the Public Company Accounting Oversight Board in
Rule 3200T, and received from the independent auditor the written disclosures required by Independence
Standards Board Standard No. 1 (Independence Discussions with Audit Committees), as modified or
supplemented and as adopted by the Public Company Accounting Oversight Board in Rule 3600T.
Additionally, the Audit Committee has discussed with the independent auditor the independent auditor’s
independence with respect to Linn Energy, LLC. The Audit Committee determined that the non-audit
services provided to Linn Energy, LLLC by the independent auditor (discussed below under “Proposal




Two: Ratification of Independent Public Accountants”} are compatible with maintaining the independence
of the independent auditor.

Based on the reviews and discussions described above, the Audit Committee recommended to our
Board of Directors that the financial statements of Linn Energy, LLC be included in the Annual Report on
Form 10-K for the year ended December 31, 2007 for filing with the Securities and Exchange Commission.

Submitted By:
Audit Committee

Terrence S. Jacobs, Chair
George A. Alcorn
Jeffrey C. Swoveland
Joseph P. McCoy

Notwithstanding anything to the contrary set forth in any of our previous or future filings under the
Securities Act of 1933 or the Securities Exchange Act of 1934 that might incorporate this Proxy Statement
or future filings with the SEC, in whole or in part, the preceding report shall not be deemed to be
“soliciting material” or to be “filed” with the SEC or incorporated by reference into any filing except to the
extent the foregoing report is specifically incorporated by reference therein.

PROPOSAL TWO: RATIFICATION OF INDEPENDENT PUBLIC ACCOUNTANTS

The Audit Committee of our Board of Directors has selected KPMG LLP to continue as our
independent public accountants for 2007. KPMG LLP has served as Linn Energy, LLC’s independent
auditor since 2005. The Audit Committee has determined to submit KPMG LLP’s selection to unitholders
for ratification. Unitholder ratification of the selection of KPMG LLP as our independent public
accountants is not required by our limited liability company agreement or otherwise. We are submitting the
selection of KPMG LLP to unitholders for ratification as a matter of good corporate practice. If this
selection of auditor is not ratified by a majority of the outstanding units present in person or by proxy and
entitled to vote at the Annual Meeting, the Audit Committee will reconsider its selection of auditor. We
are advised that no member of KPMG LLP has any direct or material indirect financial interest in our
company or, during the past three years, has had any connection with us in the capacity of promoter,
underwriter, voting trustee, director, officer or employee. A representative of KPMG LLP will attend the
Annual Meeting. The representative will have the opportunity to make a statement if he desires to do so
and to respond {o appropriate questions,

Audit Fees

The fees for professional services rendered by KPMG LLP for the audit of our annual consolidated
financial statements for each of the fiscal years ended December 31, 2006 and 2007, and the reviews of the
financial statements included in any of our Quarterly Reports on Forms 10-Q for each of those fiscal years
were approximately $1,863,000 and $2,555,000, respectively.

Audit-Related Fees

KPMG LLP also received fees for services rendered in connection with acquisition audits and related
regulatory filings, as well as for services in connection with multiple Registration Statements on Form S-3
that we filed in 2007. These fees totaled approximately $237,000 and $270,000 for the years ended
December 31, 2006 and 2007, respectively.




Tax Fees

We incurred no fees in the fiscal years ended December 31, 2006 and 2007 for tax-related services
provided by KPMG LLP.

All Other Fees

We incurred no other fees in the fiscal years ended December 31, 2006 and 2007 for any other services
provided by KPMG LLP.

Audit Committee Approval of Audit and Non-Audit Services

The Audit Committee pre-approves all audit and non-audit services to be provided to us by our
independent auditors in the upcoming year at the last meeting of each calendar year and at subsequent
meetings as necessary. The non-audit services to be provided are specified and shall not exceed a specified
dollar limit. During the course of a fiscal year, if additional non-audit services are identified, these services
are presented to the Audit Committee for pre-approval. Management is directed to provide a report to the
Audit Committee quarterly showing in reasonable detail the services provided by the independent auditors
to us since the day of the initial pre-approval, as well as the estimated cost to date of audit and non-audit
services. All of the services covered under the caption “Audit-Related Fees” were approved by the Audit
Committee and none were provided under the de minimis exception of Section 10A of the Securities
Exchange Act of 1934, as amended.

Required Vote

Under our limited liability company agreement, unitholder ratification of KPMG LLP as our
independent public accountants for 2008 is not required. However, in the event we elect to submit such
ratification for unitholder approval, as we have done here, this approval requires the affirmative vote of
the holders of a majority of our outstanding units present in person or represented by proxy at the Annual
Meeting and entitled to vote on the proposal. Abstentions and broker non-votes are counted for purposes
of determining the presence or absence of a quorum for the transaction of business and will have the same
effect as a vote against the proposal.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT UNITHOLDERS VOTE “FOR”
APPROVAL OF THE RATIFICATION OF THE SELECTION OF KPMG LLP AS OUR INDEPENDENT
PUBLIC ACCOUNTANTS FOR 2008.

In the event of a negative vote on such ratification, the Audit Committee will reconsider its selection.
Even if the selection is ratified, the Audit Committee in its discretion may direct the appointment of a
different independent auditing firm at any time during the year if the Audit Committee believes that such a
change would be in the best interest of our company and our unitholders.
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PROPOSAL THREE:
APPROVAL OF AMENDED AND RESTATED
LINN ENERGY, LLC LONG-TERM INCENTIVE PLAN

The Compensation Committee of our board of directors has approved the Amended and Restated
Linn Energy, LLC Long-Term Incentive Plan, subject to unitholder approval. The Compensation
Committee believes that these amendments are necessary to continue to attract and retain high caliber
individuals to serve as our officers, directors and employees. If the amendments are approved, they will be
effective as of the date of the Annual Meeting of unitholders. The proposed amendments to the LTIP, if
approved, will (i) increase the total number of Units authorized to be issued under the LTIP from
3,900,000 units to 12,200,000 units, (ii) removes the limitation on the number of restricted units that may
be awarded under the LTIP within the overall limit on units that are authorized to be issued under the
LTI, (iii) prohibit repricing of options and unit appreciation rights, (iv) prohibit net unit counting for unit
appreciation rights, (v) provide for minimum vesting periods for full value awards, and (vi) prohibit the
issuance of distribution equivalent rights in tandem with options and unit appreciation rlghts (collectively,
the “LTIP Amendment Proposal™).

Adoption of the LTIP Amendment Proposal requires the affirmative vote of the holders of a majority
of our outstanding units present in person or represented by proxy at the Annual Meeting and entitled to
vote on the proposal. A properly executed proxy submitted without instructions on how to vote will be
voted FOR this proposal, unless your proxy is properly revoked. A properly executed proxy submitted and
marked “ABSTAIN" with respect to any matter will not be voted.

For a more complete description of the LTIP Amendment Proposal, please read “Proposed
Amendments to the LTIP” below and a copy of the Amended and Restated Linn Energy, LLC Long-Term
Incentive Plan included as Annex A to this proxy statement (the “Amended and Restated LTIP”). For a
more complete description of the LTIP generally, please read “Summary Description of the Linn Energy
Long-Term Incentive Plan” below. The statements made in this proxy statement with respect to the ETIP
Amendment Proposal should be read in conjunction with, and are qualified in their entirety by reference
to, the full text of the Amended and Restated LTIP which is incorporated by reference heréin from
Annex A,

Proposed Amendments fo the LTIP
Increase the Total Number of Units Authorized to be Issued Under the LTIP

_ Since our initial public offering in January 2006 and as of February 6, 2008, we have made awards of
1,644,251 options, 1,356,436 restricted units and 740,236 unit grants under the LTIP to our officers, our
independent directors and certain of our employees. Accordingly, approximately 159,077 units are
currently available for issuance with respect to awards under the LTIP out of the currently authorized
3,900,000 units. The Amended and Restated LTIP proposes to amend the LTIP to increase the total
number of Units authorized to be issued under the LTIP from 3,900,000 Units to 12,200,000 Units, which
represents an incremental increase of 8,300,000 units.

Remove the Limitation on the Number of Restricted Units that may be Awarded Under the LTIP

Our LTIP currently provides that not more than 1,500,000 (of the 3,900,000 Units authorized to be
issued under the LTIP) may be issued as restricted units. As of January 31, 2008, of the 1,500,000 restricted
units that may be awarded as restricted units, we have awarded 1,356,436 restricted units to our officers,
dircctors and employees, leaving our current availability of units that may be granted as awards of
restricted units at 143,564 restricted units. Our Compensation Committee believes that maximum flexibility
to choose between restricted units and other forms of awards that are available under the LTIP will enable
it to best design awards that will most closely align the interests of our officers, directors and employees
with those of our unitholders. The Amended and Restated LTIP proposes to amend the LTIP to remove

il




the fimitation on the number of restricted units that may be awarded under the LTIP not to exceed the
total number of units that are authorized to be issued under the LTIP,

Other Amendments

* Prohibit repricing of options and unit appreciation rights. Currently, our LTIP does not expressly
prohibit the Committee from decreasing the purchase or exercise price of an option after the date
of grant. The Amended and Restated LTIP provides that except in connection with a corporate
transaction, terms of outstanding awards may not be amended to 1) reduce the exercise price of
outstanding options or unit appreciation rights, or 2) cancel outstanding options or unit
appreciation rights in exchange for cash, other awards or options or unit appreciation rights with an
exercise price that is less than the exercise price of the original options or unit appreciation rights.
Because any material change to our LTIP requires unitholder approval nnder NASDAQ rules, we
would be required to seek unitholder approval to change this provision once it is initially approved
by the unitholders.

* Prohibit net unit counting for unit appreciation rights. We have the right under the LTIP to pay,
or settle, in cash or in units, the excess of the fair market value of a unit over the exercise price
established for a participant’s unit appreciation right. Currently, our LTIP is silent as to the
treatment of units underlying a unit appreciation right upon exercise of a unit-settled unit
appreciation right. The Amended and Restated LTIP clarifies that units underlying a unit
appreciation right will not be available for future grant following unit-settled exercise of the unit
appreciation right.

* Provide for minimum vesting periods for full value awards. Currently, our LTIP does not provide
for minimum vesting periods for full value awards, including restricted units and phantom units.
The Amended and Restated LTIP requires not less than three years vesting of full value awards
with time-based vesting criteria and one year vesting of full value awards with performance-based
vesting criteria; provided that 1) grants of phantom units to non-employee directors vest when that
director dies or no longer serves as a director and 2) we may grant up to 3% of units underlying all
outstanding awards as Unit Grants, which are vested on issuance, thus have no minimum vesting
period.

* Prohibit the issuance of DERSs in tandem with options and unit appreciation rights, Currently, our
LTIP gives the Committee the discretion to grant a distribution equivalent right (“DER”) in tandem
with a grant of options or unit appreciation rights. The Amended and Restated LTIP removes the
provision giving the Committee that discretion such that DER’s cannot be granted in tandem with
options or unit appreciation rights.

Effects of Approval

If the LTIP Amendment Proposal is approved, then we will use the additional units under the LTIP to
provide incentive to our officers, directors and employees for superior performance and to enhance our
ability to attract and retain the services of individuals essential for our growth and profitability. We will also
have the flexibility to make some or all of the awards under our LTIP in the form of restricted units. These
amendments will be effective immediately upon the approval of our unitholders.

Effects of Failure to Approve

If the LTIP Amendment Proposal is not approved:

* we will be unable to award any grants under the LTIP beyond the current number of authorized
units because the NASDAQ Marketplace Rules require unitholder approval of such increase in
authorized units under an equity compensation plan. Once current availability under the LTIP is
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exhausted, our Compensation Committee would be required-to consider other alternatives not
involving equity-based awards (such as additional cash bonuses) to help attract, retain and motivate
new employees and key individuals who are currently our employees or who become employees asa
result of any future acquisitions or hirings; and

* we will not have the flexibility to award restricted units to our officers, directors, employees or
consultants in excess of the current limitations. Once the current availability of restricted units
under the LTIP is exhausted, our board of directors would be required to consider alternative
awards under the LTIP or incentives not involving equity-based awards to help attract, retain and
motivate new employees and key individuals who are currently our employees or who become
employees as a result of any future acquisitions or hirings.

Summary Description of the Linn Energy, LLC Long-Term Incentive Plan

The LTIP consists of five components: unit options, unit grants, restricted units, phantom units, and
unit appreciation rights. Any of our or our affiliates’ employees, consultants or directors are elgible to
participate in the LTIP. As of the Record Date, we had approximately 205 participants in the LTIPF,
comprised of approximately 200 employees (including officers), and five directors. The LTIP currently
limits the total number of units that may be delivered pursuant to all types of awards to 3,900,000 units
(which we are proposing to increase by 8,300,000 units to a total of 12,200,000 units), provided that no
more than 1,500,000 of such Units (as adjusted) may be issued as restricted units (we are proposing to
remove this limitation on the number of restricted units that may be awarded under the LTIP). If any
award expires or is canceled, forfeited, exercised, paid or otherwise terminated without the delivery of
units, then the units covered by such award are available for delivery pursuant to other awards. Units
withheld to satisfy exercise prices or tax withholding obligations are not available for delivery pursuant to
other awards.

Unit Options. A unit option is a right to purchase a unit at a specified price. The Compensation
Committce may make option grants under the plan to officers, employees and members of our board of
directors containing such terms as the committee shall determine. Unit options will have an exercise price
that will not be less than the fair market value of the units on the date of grant. The Amended and
Restated LTIP prohibits repricing of unit options. In general, unit options granted will become exercisable
over a period determined by the Compensation Committee, although vesting may accelerate upon the
achievement of specified financial objectives. In addition, the unit options will become exercisable upon a
change in control of our company, unless provided otherwise by the Compensation Committee. If a
grantee’s employment, consulting relationship or membership on our board of directors terminates for any
reason, the grantee’s unvested unit options will be automatically forfeited unless, and to the extent, the
option agreement or the Compensation Committee provides otherwise.

Upon exercise of a unit option (or a unit appreciation right, as defined below, settled in units), we will
issue new units, acquire units on the open market or directly from any person or use any combination of
the foregoing, in the Compensation Committee’s discretion. If we issue new units upon exercise of the unit
options (or a unit appreciation right settled in units), the total number of units outstanding will increase.
The availability of unit options and unit appreciation rights is intended to furnish additional compensation
to employees and members of our board of directors and to align their economic interests with those of
unitholders.

Unit Grants. A unit grant is the grant of an unrestricted unit, meaning a unit that vests immediately
upon issuance. The Compensation Committee may make unit grants under the plan to offlcers employees
and members of our board of directors.

Restricted Units. A restricted unit is a unit that vests over a period of time and that during such time
is subject to forfeiture. The Compensation Committee may make grants of restricted units under the plan
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to officers, employees, and directors containing such terms as the Compensation Committee shall
determine. The Compensation Committee will determine the period over which restricted units (and
distributions related to such units) will vest. The Amended and Restated LTIP, if approved, provides for
minimum vesting periods, The committee may base its determination upon the achievement of specified
performance objectives. In addition, the restricted units will vest upon a change of control of our company,
as defined in the plan, unless provided otherwise by the committee. If a grantee’s employment, consulting
relationship or membership on our board of directors terminates for any reason, the grantee’s restricted
units will be automatically forfeited unless, and to the extent, the Compensation Committee or the terms
of the award agreement provide otherwise,

Units to be delivered as restricted units may be units issued by us, units acquired by us in the open
market, units already owned by us, units acquired by us from any other persen or any combination of the
foregoing. If we issue new units upon the grant of the restricted units, the total number of units
outstanding will increase. We intend the restricted units under the plan to serve as a means of incentive
compensation for performance and not primarily as an opportunity to participate in the equity
appreciation of our umits. Therefore, plan participants will not pay any consideration for the units they
receive, and we will receive no remuneration for the units.

Phantom Units. A phantom unit entitles the grantee to receive a unit upon the vesting of the
phantom unit or, in the discretion of the Compensation Committee, cash equivalent to the value of a unit.
In the future, the compensation committee may make grants of phantom units under the plan to officers,
employees, and directors containing such terms as the Compensation Committee shall determine. Our
Compensation Committee will determine the period over which phantom units will vest. The Amended
and Restated LTIP provides for minimum vesting periods, except with respect to phantom unit grants to
nonemployee directors. The committee may base its determination upon the achievement of specified
financial objectives. In addition, the phantom units will vest upon a change of control of our company,
unless provided otherwise by the Compensation Committee. If a grantee’s employment, or membership on
our board of directors terminates for any reason, the grantee’s phantom units will be automatically
forfeited unless, and to the extent, the Compensation Committee or the terms of the award agreement
provide otherwise.

Units to be delivered upon the vesting of phantom units may be units issued by us, units acquired by
us in the open market, units already owned by us, units acquired by us from any other person or any
combination of the foregoing. If we issue new units upon vesting of the phantom units, the total number of
units outstanding will increase. The Amended and Restated LTIP, if approved, removes the ability of our
Compensation Committee to grant tandem distribution equivalent rights with respect to phantom units
that entitle the holder to receive cash equal to any cash distributions made on units while the phantom
units are outstanding. We intend the issuance of any units upon vesting of the phantom units under the
plan to serve as a means of incentive compensation for performance and not primarily as an opportunity to
participate in the equity appreciation of our units. Therefore, plan participants will not pay any
consideration for the units they receive, and we will receive no remuneration for the units.

Unit Appreciation Rights. A unit appreciation right is an award that, upon exercise, entitles the
participant to receive the excess of the fair market value of a unit on the exercise date over the exercise
price established for the unit appreciation right. Such excess may be paid in units, cash or a combination
thereof, as determined by the Compensation Committee in its discretion. Initially, we do not expect to
grant unit appreciation rights under our long-term incentive plan. In the future, the Compensation
Committee may make grants of unit appreciation rights under the plan to employees, consultants and
directors containing such terms as the Committee shall determine. Unit appreciation rights will have an
exercise price that will not be less than the fair market value of the units on the date of grant. In general,
unit appreciation rights will become exercisable over a period determined by the Compensation
Committee. In addition, the unit appreciation rights will become exercisable upon a change in control of
our company, unless provided otherwise by the Compensation Committee. If a grantee’s employment or
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membership on our board of directors terminates for any reason, the grantee’s unvested unit appreciation
rights will be automatically forfeited unless, and to the extent, the grant agreement or Compensation
Commitiee provides otherwise,

Benefits Under the LTIP for 2007. In January 2008, the Compensation Committee approved
restricted unit awards to certain employees, and subject to unitholder approval of the LTIP Amendment
Proposal, our executive and certain other officers for services performed in 2007. Additional benefits under
the LTIP for periods subsequent to 2007 are not determinable at this time. The following table sets forth
the number of the restricted units that have been awarded (subject to your approval of the LTIP
Amendment Proposal) to the following: (i) the Named Executive Officers (“Named Officers”)
individually; (ii) the Named Officers as a group; (iii) all current directors who are not executive officers as
a group and (iv) all employees, including all current officers and executive officers who are not Named
Officers, as a group:

Name and Position Number of Restricted Units
Michael C. Linn, Chairman and Chief Executive Officer. . ... .. ... ....... 67,800

Mark E. Ellis, President and Chief Operating Officer . ... ... ............ 50,850

Kolja Rockov, Executive Vice President and Chief Financial Officer ... ... .. 33,900

Lisa D. Anderson, Senior Vice President and Chief Accounting Officer. ... .. 15,250
Thomas A. Lopus, Senior Vice President—Eastern Operations . .. ... ...... 6,800

Arden L. Walker, Jr., Senior Vice President—Operations and Chief Engineer . 18,650
Named Officer Group ... ... .. i i e e 193,250
Non-Employee Director Group ... ... iinrmnnommma i 0
Non-Named Officer Employee Group . ... . ..o oovitiiinininnenn s 28,850

(1) Represents January 2008 grants to officers other than Named Officers. The Compensation Committee
also approved grants to certain other employees. These grants were approved pursuant to the existing
LTIP and are not contingent on unitholder approval, thus are not included in the table above.

THE BOARD OF DIRECTORS RECOMMENDS THAT UNITHOLDERS VOTE “FOR” APPROVAL
OF THE LTIP AMENDMENT PROPOSAL, AND PROXIES EXECUTED AND RETURNED WILL BE SO
VOTED UNLESS CONTRARY INSTRUCTIONS ARE INDICATED THEREON,

Reasons for Board of Directors’ Recommendation

Our board of directors believes that our future success depends, in large part, upon our ability to
maintain a competitive position to:

+ altract new employees and executives with competitive compensation packages;
* retain our existing executives who are attractive candidates to other companies in our industries;
* motivate and recognize our directors, officers, employees and consultants; and

s ensure the availability of incentive awards for employces we hire as a result of acquisitions.
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EXECUTIVE COMPENSATION

Compensation Discussion and Analysis

Our total compensation package for our Named Officers comprises a combination of base salary,
short-term cash incentive compensation, long-term equity incentive compensation and broad-based
benefits programs. This Compensation Discussion and Analysis addresses the following topics:

* the role of our Compensation Committee in establishing executive compensation;
* our process for setting executive compensation;
* our compensation philosophy and policies regarding executive compensation; and

* our compensation’ decisions for fiscal year 2007 with respect to our Named Officers.

The Compensation Committee

The Compensation Committee of our Board has overall responsibility for the approval, evaluation
and oversight of all our compensation plans, policies and programs. The primary purpose of the
Compensation Committee is to assist the Board in fulfilling its duties relating to compensation matters.
The fundamental responsibilities of the Committee are (i) to establish our goals, objectives and policies
relevant to the compensation of senior management, and evaluate performance in light of those goals to
determine compensation levels, (ii) to approve and administer our incentive compensation plans, (iii) to
set compensation levels and make awards under incentive compensation plans that are consistent with our
compensation principles and the performance of our company and its senior management and employees,
and (iv} to review appropriate disclosures relating to compensation. The Committee also has responsibility
for evaluating and making a recommendation to our Board regarding compensation for service on our
Board.

The Compensation Setting Process

Compensation Committee Meetings. Our Compensation Committee holds regular quarterly meetings
each year, which coincide with our quarterly Board meetings. It also holds additional meetings as required
to carry out its duties. The Committee Chairman works with our General Counsel to establish each
meeting agenda.

At the Committee’s regularly scheduled fourth quarter meeting, the Committee reviews and discusses
a compensation analysis prepared by Towers Perrin (an independent compensation consultant retained by
us, please see “Role of Compensation Consultant” below} and cansiders compensation for the succeeding
calendar year.

At the regular first quarter meeting, the Committee:
*» considers and approves changes in base salary for the upcoming year;

* reviews actual results compared to the pre-established performance metrics for the current year to
determine annoal cash incentive awards for our executive officers under our Employee Incentive
Compensation Plan, or EICP;

* grants equity awards, either in the form of restricted unit grants or unit option awards or both under
the Company’s Long-Term Incentive Plan, or LTIP;

* approves our performance matrix under our EICP for the upcoming year, which includes both
quantitative financial objectives and qualitative performance measures intended to focus on and
reward activities that create unitholder value (“Performance Matrix”), and recommends the
Performance Matrix for consideration by our Board at its regular first quarter meeting;
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+ evaluates the compensation paid to our independent directors and, to the extent it deems
appropriate, makes recommendations for adjustments to the Board; and

* reviews the summary results of the Board’s written evaluations of our Chief Executive Officer, as
well as the Chief Executive Officer’s self evaluation,

The Committee meets outside the presence of all of our executive officers to consider appropriate
compensation for our Chief Executive Officer. With respect to compensation for all other Named Officers,
the Committee meets with our Chief Executive Officer and our President and Chief Operating Officer
outside the presence of all our other executive officers. When compensation decisions are not being
considered, the Committee typically meets in the presence of our Chief Executive Officer, our President
and Chief Operating Officer, our Chief Financial Officer, and our General Counsel. Depending upon the
agenda for a particular meeting, the Committee may also invite other officers and a representative of
Towers Perrin to participate in Committee meetings. The Committee also regularly meets in executive
session without management.

Role of Compensation Consultant. The Committee’s Charter grants the Committee the sole and
direct authority to retain and terminate compensation advisors and to approve their fees. All such advisors
report directly to the Compensation Committee, and all assignments are directed by the Committee
Chairman. The Committee has engaged Towers Perrin as the Committee’s independent compensation
consultant to assist the Committee in assessing and determining competitive compensation packages for
our executive officers. '

In this capacity, Towers Perrin has, from time to time at the Committee’s request and under the
direction of the Committee Chairman, assembled information regarding (i) compensation trends in the oil
and gas industry and among master limited partnerships and limited liability companies and (ii) relative
compensation for similarly-situated executive officers of companies within these groups as well as of other
compani¢s with revenues, transactions or growth trends comparable to ours. In addition to published
survey sources, Towers Perrin employs data compiled from the public filings of a peer group of various
companies.

In 2006, our compensation peer group included the following nine master limited partnerships: Plains
All American Pipeline L.P, Crosstex Energy L.P, Energy Transfer Partners L.P., Magellan Midstream
Partners L. P, Legacy Reserves L.P, Regency Energy Partners L.P, Copano Energy, L.L.C., Breitburn
Energy Partners LP, and Constellation Energy Partners, LLC. We selected these companies at the time
because they were publicly traded master limited partnerships of similar size, based on enterprise value.
We compete with companies that are independent and integrated oil and gas producers for senior
management personnel and believe that compensation levels of executive officers in a broader combined
peer group are relevant to our compensation decisions. Therefore, in 2007 we reviewed data from the
above master limited partnerships but primarily considered data from a peer group including the following:
Ultra Petroleum Corp., Newfield Exploration Company, Pioneer Natural Resources Company,
Southwestern Energy Company, Range Resources Corporation, Denbury Resources Inc., Forest Qil
Corporation, EXCO Resources, Inc., Quicksilver Resources Inc., Energen Corporation, Plains
Exploration & Production Company, CNZ Gas Corporation, Petrohawk Energy Corporation, Cabot Oil &
Gas Corporation and Cimarex Energy Co. These companies were selected because they are independent
oil and gas producers of similar size, based on enterprise value.

Role of Executive Officers. Except with respect to his own compensation, both our Chief Executive
Officer and our President and Chief Operating Officer, with advice from our other executive officers as
appropriate, plays a significant role in the Compensation Committee’s establishment of compensatlon
levels for our executive officers. The most significant aspects of their role in the process are:

+ evaluating performance;
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* recommending targets, quantitative performance metrics and qualitative objectives under our
EICP;

* recommending base salary levels, EICP awards and LTIP awards; and

» advising the Compensation Committee with respect to the achievement of the objectives under the
Performance Matrix. -

Our Executive Compensation Program

Compensation Objectives. Our executive compensation program is intended to align the interests of
our executive officers with those of our unitholders by motivating our executive officers to achieve strong
financial and operating results, which we believe closely correlate to long-term unitholder value. This
alignment of interests is primarily reflected through our executive officers’ participation in our EICP and
LTIP. In addition, our program is designed to achieve the following objectives:

« attract and retain talented executive officers by providing total compensation levels competitive
with that of executives holding comparable positions in similarly-situated organizations;

* provide total target compensation that is justified by individual performance;

» provide a performance-based compensation component that balances rewards for short-term and
long-term results and is tied to company performance; and

* encourage the long-term commitment of our executive officers to us and to our unitholders’
long-term interests.

Compensation Strategy. To accomplish our objectives, we seek to offer a total direct compensation
program to our executive officers that, when valued in its entirety, serves to attract, motivate and retain
executives with the character, experience and professional accomplishments required to grow and develop
our company. We seek to align executive compensation with unitholder interests by placing a significant
portion of total direct compensation “at risk”. “At risk” means the executive officer will not realize value
unless performance goals, the majority of which are directly tied to Company financial performance, are
achieved (for EICP awards) or as our unit price appreciates (for options).

Our executive compensation program consists of three principal elements: (i) base salary,
(il) potential for annual cash incentive compensation awards under our EICP based upon the achievement
of specific measures of company performance goals, and (iii) opportunities to earn unit-based awards
under our LTIP, which provide long-term incentives that are intended to encourage the achievement of
superior results over time and to align the interests of executive officers with those of our unitholders.

To ensure that the total compensation package we offer our executive officers is competitive, Towers
Perrin develops an assessment of market levels of compensation through both an analysis of private survey
data and information disclosed in peer companies’ public filings. While the Committee relies on this data
to assess the reasonableness of our executive officers’ total compensaticn, it also considers a number of
other factors including: (i) historical compensation levels, (ii) the specific role the executive plays within
our company, (iii) the performance of the executive and (iv) the relative compensation levels among our
executive officers. There is no pre-established policy or target for the Committee’s allocation of total
compensation between long-term compensation in the form of LTIP awards and current compensation in
the form of base salary and EICP awards. The allocation is generally based upon an analysis of how our
peer companies use long-term and short-term compensation to compensate their executive officers. Each
year the Committee reviews this peer company data and sets EICP targets and LTIP allocations for that
year.

In 2006 and 2007, we were still assembling our executive management team; thus some components of
compensation were negotiated on an individual basis in connection with a particular officer’s employment
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agreement. In general, the Committee sought to place more of an executive’s total compensation “at risk”
by setting base salaries lower and setting awards under our LTIP and EICP higher relative to the total
compensation package.

For 20108, the Committee is targeting total direct compensation (including base salary, EICP awards
and LTIP awards) for all executive officers at approximately the median of compensation paid to similarly
situated executives of the companies comprising our 2007 compensation peer group. As more fully
described below under “Base Salary”, the Committec set compensation for our President and Chief
Operating Officer slightly above this level to reward him for his exemplary performance in 2007. The
Committee again is seeking to place more compensation “at risk” by setting 1) base salaries at or near the
median, and 2) EICP targets and awards under our LTIP between the median and 75% percentile of our
peer group.

2007 Executive Compensation Components

For the fiscal year ended December 31, 2007, the principal components of compensation for Named
Officers were:

* Short-term compensation:

* basc salary

* employee incentive compensation plan
. Long-ferm equity compensation:

* restricted units

* unit option grants

+ Other benefits.

Base Salary

We provide Named Officers and other employees with a base salary to provide them with a reasonable
base level of monthly income relative to their role and responsibilities. Each of our Named Officers has an
employment agreement that provides for a minimum level of base salary and upward adjustments in the
discretion of the Board. For a summary of the material terms of the Named Officers’ employment
agreements, please see “Narrative Disclosure to the 2007 Summary Compensation Table”.

Salary levels are typically considered annually as part of our performance review process as well as
upon a promotion or other change in job responsibility. During its reviéw of base salaries for executives,
the Committee primarily considers:

+ public and private peer data provided by our outside consultants; and

» internal review of the executive’s compensation, both individually and relative to other executive
officers.

For 2008, the base salary of each of our Named Officers was increased to place base salary at or near
the median of our peers. Mr. Ellis’s base salary was increased at a higher level to reflect his promotion to
President in December 2007, as well as the Committee’s view that 1) Mr. Ellis’s performaice in bringing
together our new management team was exemplary, and 2) his retention is critical to us and our
unitholders.
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Employee Incentive Compensation Program
Targets

Our EICP is an annual cash incentive program which provides guidelines for the calculation of annual
cash incentive based compensation. The Committee reviews peer data regarding EICP targets and for
2007, set targets as a percentage of base salary at or near the median of our peer group. EICP award
targets for our Named Officers in 2007 were set as follows:

Named Officer % of Base Salary
Michael C. Linn 125%
Mark E. Ellis 100%
Kolja Rockov 85%
Lisa D. Anderson 65%
Arden L Walker, Jr, 65%
Thomas A. Lopus 65%

To determine actval payout under the EICP, the Committee considers achievement of the objectives
under the Performance Matrix, but uses discretion in the ultimate determination of the overall payout
percentage amount, For example, if performance falls outside the Performance Matrix on one or more
metrics, then the Committee uses discretion to determine the appropriate level for that metric.

Because we were still assembling our management team and determining our compensation program,
the Performance Matrix for 2007 was approved at mid-year. For 2007, 50% percent of the target award
oppertunity was based on achievement of the following quantitative objectives:

a) Total Unitholder Return—defined as unit price appreciation over the period, plus investment
impact from distributions received during the period reinvested in the units at the then-current
unit price (measured over calendar year 2007);

b) Growth in Distributable Cash Flow Per Unit—defined as Adjusted EBITDA (defined below) less
cash interest expense divided by weighted average units outstanding (measured between calendar
year 2000 and calendar year 2007); and

¢) Distribution Coverage Ratio—defined as Distributable Cash Flow less maintenance capital
expenditures divided by total cash distributions (because the Performance Matrix for 2007 was set
mid-year and to account for the impact of multiple acquisitions throughout the year, this metric
for 2007 is based only on performance over the fourth quarter of 2007).

For 2007, we define Adjusted EBITDA as net income (loss) plus:

* Net operating cash flow from acquisitions, effective date through closing date;
* Interest expense, net of amounts capitalized;

* Depreciation, depletion and amortization;.

» Write off of deferred financing fees and other;

* (Gain) loss on sale of assets;

* Accretion of asset retirement obligation;

Unrealized (gain) loss on derivatives;

* Unit-based compensation and unit warrant expense;
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* Data license expenses; and .

* Income tax (benefit) provision.

The targets and potential payouts determined by the Committee based on

objectives are outlined below:

these quantitative

Thﬁshold - Ac.ce table Excellent QOutstanding
Target Weighting Target Weighting Target Weighting Target Weighting

Total Unitholder . ' , ‘

Return 10% | 8.33% 20% | 16.67% 30% 33.33% 40% | 66.67%
Growth in

Distributable Cash

Flow Per Unit 10%: 833% | 20%]| 16.67% 30%, 33.33% 40% | 66.67%
Distribution Coverage

ratio 0.70x 8.33% | 0.80x 16.67% | 1.00x 33.33% 1.20); 766.67%
Potential Payout 25% 0% 100% 200%

The Committee determined that given the fact that the Company is a relatively new public company,
the three metrics above should be weighted equally with no individual factor given more importance or

weight than the others.

The other 50% of the target award opportunity was based on our achievement of the following

qualitative objectives:

a) Build an executive leadership team;

b) Establish the integration of assets and personnel as a core competency;

c) Design and implement a comprehensive compensation system;

d) Establish and implement a performance management succession planning process;

¢) Design and implement effective compliance and internal controls programs;

f)  Establish business planning/budgeting, performance tracking and financial reporting capability;

and

g) Restructure our debt position.

Actual Results

Upon completion of the fiscal year, the Committee assessed our performance for each quantitative
objective under the Performance Matrix comparing the actual fiscal year results to the pre-determined
targets for each objective and an overall percentage amount was calculated for the quantitative portion of
the target award opportunity. Actual results for 2007 were as follows:

Actual
Result Weighting
Total Unitholder Return —14% —%
Distributable Cash Flow Per Unit 40%|  67%
Distribution Coverage Ratio 1.06x 43%
" Potential Payout 110%
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The Committee then reviewed our performance relative to the qualitative objectives under the
Performance Matrix and based on that review determined that we achieved substantially all the qualitative
objectives, thus 100% of the target award opportunity available from the qualitative portion was
appropriate. As illustrated by the-table above, the potential payout under the Performance Matrix was
110%; however, using its discretion to alter the final percentages, the Committee decided to weight the
negative Total Unitholder Return at — 10% and determined that an overall award of 1009 of each Named
Officer’s target was appropriate. Because the Committee believes that company performance is a
reflection of officer performance in total, it does not consider each Named Officer’s individual
performance in setting the overall EICP target award. Each Named Officer, other than Mr. Walker,
received 100% of his or her target EICP award (for example, Mr. Linn received an award of 125% of his
base salary). As described above, Mr, Walker’s bonus target was set at 65%. Based on the guaranteed
minimum bonus of $125,000 in his employment agreement and the Committee’s desire to award all
executive officers that are senior vice presidents at approximately the same level, his actual EICP award
was approximately 74% of his 2007 base salary.

Long-Term Incentive Compensation

Our LTIP encourages participants to focus on our long-term performance and provides an
opportumty for executive officers and other employees to increase their stake in our company through
grants of our units based on a three-year performance period. Long-term inéentive awards benefit us by:

. enhancmg the link between the creation of unitholder value and long-term executive incentive
compensatlon

* providing an opportunity for increased eqmty ownership by executlves and
* maintaining competitive levels of total compensation.

Certain equity awards granted to our Named Officers during 2007 were granted in accordance with
the terms of their employment agreements. For a summary of the material terms of the employment
agreements, please read “Narrative Disclosure to the 2007 Summary Compensation Table.” In determining
the size of the January 2008 LTIP grants, the Committee set the total value such that 1) each Named
Officer’s LTIP award would fall between the median and 75™ percentile of similarly situated executives in
our 2007 peer group, and 2) total direct compensation paid to each Named Officer remamed targeted to
be at the median level of the peer group. '

In determining the allocation between restricted units and options, the Committee considered our
peer companies allocations and determined based on that review to use a ratio of 20% of total value in
options and 80% in restricted unit grants. It is the Committee’s view that restricted units provide some
immediate value in the form of quarterly distributions to the officer during periods of unit price volatility,
whereas options provide long-term incentive but may do little to immediately retain and motivate officers
when the current value of our units is less than the option exercise price. Because our named officers
receive distributions on vested and unvested units at the same rate as all our unitholders, the Committee
believes that restricted units closely align management’s interests with those of our unitholders, by
providing incentive to maintain or increase the level of distributions. The committee considered the
retative value of an option award, based on expected present value on the date of grant, versus that of a
restricted unit award and determined that a greater number of options must be granted relative to
restricted units to achieve the requisite 20% of total value of the LTIP award. For example, Mr. Linn was
granted 166,700 options and 67,800 restricted units.

Restricted Unit Awards

Generally, restricted units vest over three years, and may contain such terms as the Committee shall
determine, including the period over which restricted units and distributions related to such units will vest.
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For our Named Officers, our Executive Restricted Unit Grant Agreement provides for vesting in equal
installments over three years and provides that upon termination of employment with us (a) other than for
Cause, (b) by the officer with Good Reason, or (c) by reason of death, Disability or retirement (as those
terms are defined herein under the section titled “Payments Made Upon Termination Without Cause or
For Good Reason™), all restrictions lapse and the grant immediately vests in full.

Participants, including Named Officers, who receive restricted unit grants under the LTIP receive
quarterly distributions on all the units awarded (whether vested or unvested), with the units being retained
in our custody and subject. to restrictions on sale or transfer until vested. The Committee considers the
receipt of quarterly distributions when determining the allocation of long-term incentive compensation
between restricted units and options, but does not include amounts received from cash distributions in its
calculations of total direct compensation. : -

Option Awards

Options are awarded at the NASDAQ closing price of our units on the date of the grant. The
Committee has never granted options with an exercise price that is less than the closing price of our units
on the grant date, nor has it granted options which are priced on a date other than the grant date.

With certain exceptions resulting from specific employment agreement provisions, Named Officer
options granted by the Committee vest in equal installments over the first three years of the ten-year
option term, with the vesting date scheduled in January of each year. Upon termination of the Named
Officer’s employment with us (a) other than for Cause, (b) by the grantee with Good Reason, or (c) by
reason of death, Disability or retirement (as those terms are defined herein Onder the section titled
“Payments Made Upon Termination Without Cause or For Good Reason™), the option grant automatically
and immediately vests in full. Prior to the exercise of a unit option, the holder has no rights as a unitholder
with respect to the units subject to such unit option, including voting rights or the right to receive
distributions.

Retirement and Other Benefits
Termination Arrangements and Change in Control Provisions

We maintain employment agreements with our Named Officers to ensure their continved service
during the term of the agreement. These agreements are described in more detail elsewhere in this Proxy
Statement. Please read. “Narrative Disclosure to the 2007 Summary Compensation Table.” These
agreements provide for severance compensation to be paid if the officer’s employment is terminated under
certain conditions, such as following a change in control, involuntary termination, termination by us for
“cause,” death or disability, each as defined in the applicable agreement.

The employment and other compensatory agreements between us and our Named Officers and ‘the
related severance provisions are designed to meet the foltowing objectives:

* Change in Control. In certain scenarios, a merger or acquisition of the company by another
person may be in the best interests of our unitholders. We provide severance compensation to
certain executive officers if the officer’s employment is terminated following a change in control
transaction to promote the ability of the officer to act in the best interests of our unitholders even
though his or her employment could be terminated as a result of the transaction.

* Termination without Cause. If we terminate the employment of certain executive officers “without
cause” as defined in the applicable agreement, we are obligated to pay the officer certain
compensation and other benefits as described in greater detail in “Potential Payments Upon
‘[ermination or Change in Control” below. We believe these payments are appropriate because the
terminated officer is bound by confidentiality, nonsolicitation and non-compele provisions ranging
from 1 to 2 years after termination. Both parties have mutually agreed to severance terms that |
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would be in place prior to any termination event. This provides us with more flexibility to make a
change in senior management if such a change is in the best interests of the company and its
unitholders.

Perquisites

We believe in a simple, straight-forward compensation program and as such, Named Officers are not
provided unique perquisites or other personat benefits. The Committee periodically reviews our charitable
contributions, the use of aircraft, vehicles and potential perquisites that could result in personal benefits to
our Named Officers. Rather than provide incremental compensation through perquisites, all of our
employees, including our Named Officers, pay all incremental costs for any personal use of our aircraft.
Consistent with the Committee’s strategy, no perquisites or other personal benefits have or are expected to
exceed $10,000 for any of our Named Officers, except for a $10,000 matching charitable contribution that
we have determined may have provided an indirect, personal benefit to one of our Named Officers.

Retirement Savings Plan

All employees, including our Named Officers, may participate in our Retirement Savings Plan, or
401(k) Plan. We provide this plan to help our employees save for retirement in a tax-efficient manner.
Employees, including Named Officers, can contribute the maximum amount allowed by law. We currently
make a matching contribution equal to 100% of the first 4% of eligible compensation contributed by the
employee on a before-tax basis. As contributions are made throughout the year, plan participants become
fully vested in the amounts contributed.

Nondiscriminatory Health and Welfare Benefits

All eligible employees, including our Named Officers, may participate in our health and welfare
benefit programs, including medical, dental and vision care coverage, disability insurance and life
insurance.

Tax and Accounting Implications
Deductibility of Executive Compensation

As part of its role, the Committee reviews and considers the deductibility of executive compensation.
We believe that certain unit grants awarded pursuant to performance incentives related to the completion
of our initial public offering are generally nondeductible for federal income tax purposes. We believe all
other compensation under the applicable Internal Revenue Service regulations is deductible. However, in
certain situations, the Committee may approve compensation that will not meet these regulations in order
to ensure competitive levels of total compensation for our executive officers and may incur costs that are
not deductible for federal income tax reporting purposes.

Accounting for Unit-Based Compensation

We account for unit-based payments for all awards under our LTIP in accordance with the
requirements of SFAS No. 123 (revised 2004), “Share-Based Payment” (“SFAS 123(R)”). The Committee
reviews the SFAS 123(R) grant date value in connection with granting equity awards.
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COMPENSATION COMMITTEE REPORT

The Compensation Committee has reviewed and discussed the Compensation Discussion and
Analysis required by Item 402(b) of Regulation S-K with management and, based on such review and
discussions, the Compensation Committee recommended to the Board of Directors that the Compensation
Discussion and Analysis be included in this Proxy Statement.

Submitted By:
Compensation Committee

Jeffrey C. Swoveland, Chair
Terrence S. Jacobs

George A. Alcorn

Joseph P. McCoy

Notwithstanding anything to the contrary set forth in any of our previous or future filings under the
Securities Act of 1933 or the Securities Exchange Act of 1934 that might incorporate this Proxy Statement
or future filings with the SEC, in whole or in part, the preceding report shall not be deemed to be
“soliciting material” or to be “filed” with the SEC or incorporated by reference into any fllmg except to the
extent the foregoing report is specnﬁcally incorporated by reference therein.
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2007 SUMMARY COMPENSATION TABLE

The following table sets forth certain information with respect to the compensation paid to our Chief
Executive Officer, our Chief Financial Officer and our four other most highly compensated executive
officers for the fiscal year ended December 31, 2007 (the “Named Officers™).

(h)
Change in
Pension
{2 Value and
Non-Equity | Non-qualified
[44) Incentive Deferred (i)
(a) (c) (d) (e) Option Plan Compensation| All other ()}
Name and Principal | (b) | Salary Bonus |Unit Awards| Awards |Compensation| Earnings |Compensation Total
Position Year| (H [0 ) M "™ &)k e 8@ (6]
Michael C. Linn 2007 | $350,000 —| § 2,097,662 ($426,517) $ 440,000 n/a $ 9000 |$ 3,323,179
Chairman and 20061% 1($1,000,000| $12,593,843 [$126,161| $ 500,000 nfa - |$14,220,005
Chief Executive
Officer
Mark E. Ellis 2007 1$250,000 —| $ 2,396,000 {$113,3321 $ 250,000 n/a $ 9000 |% 3018332
President and 2006|% 10,417|$ 250,0001 $ 3,218,000 |$ 83,002 — nfa — [$ 3561419
Chief Operating
Officer
Kolja Rockoy 2007 }$275,000 —| $§ 3,993,377 |$358,6515 $ 235,000 nfa $ 19,0000 |{$ 4,881,027
Executive Vice 2006$200,000($ 900,000 $ 4,844,059 [$126,1611 $1,500,000 nfa $ 8400 [$ 7,578,620
President and
Chief Financial
Officer
Lisa D. Anderson 2007 ($183,332 —| % 566,874 ($115,154] § 130,000 na $ 9,000 [$ 1,004,360
Senior Vice 2006($ 80,2081% 225,000| % 188,771 |$ 25,263 — n/a $ 1,750 |§ 520992
President and
Chief Accounting
Officer
Thomas A. Lopus 2007 $175,000 —|$ 286,610 |$137,047) § 115,000 nfa $ 9,000 |§ 722657
Senior Vice 2006($131,250(% 12500013 93,217 ($ 49,229 — nfa $ 5250 [§ 403946
President—
Eastern '
Operations
Arden L. Walker, Jr. |2007|$159,183|% 268,000 — —[ § 130,000 nfa $101,832 |$ 659,015
Senior Vice 2006 — — — —_ — n/a — —_
President—
Operations and
Chief Engineer
(1) Mr. Ellis joined our company in December 2006; Ms. Anderson joined our company in Fuly 2006; Mr. Walker joined our

)

3

company in February 2007

Except for Mr. Walker, represents cash awards under our EICP program for 2006 performance that were paid in 2007. Bonuses
for 2006 performance were not based on performance targets that were pre-established and communicated to the Named
Officers; for 2007 and beyond, awards under our EICP program are based on pre-established and communicated targets, thus
will be identified in column (g) as Non-Equity Incentive Plan Compensation. Mr. Walker's amount for 2007 includes
a) $185,000 in recruiting and relocation bonuses paid to him upon his joining our company in 2007 and b) $83,000, which
represents the cash value of distributions on restricted units that were awarded under his employment agreement but not
formally approved until January 2008 {see note (3) below).

The amounts in columns {(e) and (f) reflect the dollar amounts recognized for financial statement reporting purposes for the
fiscal years ended December 31, 2007 in accordance with SFAS 123(R) of awards pursuant to the LTIP and thus include
amounts from awards granted by the Compensation Committee prior to or during 2007. Assumptions used in the calculation of
these amounts are included in Note 6 to our audited financial statements for the fiscal year ended December 31, 2007, included
in our Annual Report on Form 10-K for the year ended December 31, 2007. In connection with entry into his employment
agreement, Mr. Walker was granted 50,000 restricted units and 50,000 options. Because the employment agreement was not
formally approved by the Compensation' Committee until January 2008, the awards are not considered granted until that date
for purposes of SFAS 123(R); thus the grant date fair value is not included in the summary compensation table.
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(4) The amounts in column (g) reflect the cash awards approved by the Compensation Committee under our EICP for
petrformance in 2007. These amounts are not actually paid until March 2008.

(5) No pension or deferred compensation plans are provided for our named executive offers.

(6) The amount shown in column (i) reflects matching contributions allocated by us to each of our Named Officers pursuant to the
Retirement Savings Plan (which is more fully described on page 25 under the heading *Retirement and Other Benefits™); in
addition the amount shown for Mr. Walker includes reimbursements for relocation costs in connection with his recruitment to
our company. :

Distributions paid during 2007 on issued, but unvested units pursuant to the equity awards are not shown in column (i) because
the fair value shown in column (e} reflects the value of distributions. Distributions are paid to our Named Officers at the same
rate as all unitholders, currently $2.52 per unit on an annualized basis. Distributions paid in 2006 and 2007 are shown below.

Named Officer . . 2007 2006

Michael C. Linn $327,000 -
Mark E. Ellis $218,000($263,012
Kolja Rockov _ $554,712 —
Lisa D. Anderson $105,368(% 41,500
Thomas A. Lopus $ 65,233(% 16,600
Arden A. Walker — -

(7) We generally do not provide perquisites and other personal benefits exceeding a value of $10,000 to any Named Officer;
however, we make charitable contributions supporting the industry, communities and schools in the areas in which we operate
and work. One such contribution of $10,000 benefited the local private school that Mr. Rockov’s children attend, which we
deemed an indirect perquisite to Mr. Rockov.

Narrative Disclosure to the 2007 Summary Compensation Table
Mr. Linn

We have entered into an employment agreement with Michael C. Linn, our Chairman and Chief
Executive Officer, effective upon the closing of our initial public offering on January 19, 2006. Mr. Linn’s
employment agreement provides for an annual base salary of $1.00 for the first 12 months and a minimum
$250,000 thereafter, subject to annual increase. Mr. Linn’s employment agreement also provides for
incentive compensation payable at the discretion of our Board. In addition, under his employment
agreement, Mr. Linn received, upon completion of our initial public offering, an option to purchase
111,250 units at an exercise price of $21.00 per unit and a one-time cash bonus in the amount of $500,000.
The unit option award vests in three equal annual installments and is subject to all provisions of our LTIF,
and as such will vest in full upon a change of control or a termination without cause, with good reason or
upon Mr. Linn’s death or disability. Mr. Linn also received an award of 625,781 units on the first
anniversary of the completion of our initial public offering (January 20, 2007), which was fully vested at
issuance. Under the LTIP and the related grant agreement, Mr. Linn receives distributions payable on all
vested and unvested restricted units at the same rate as that paid to all unitholders, currently $2.52 per unit
on an annualized basis.

Mr. Linn’s employment agreement contains certain confidentiality and non-compete obligations that
restrict his ability to compete with our business for up to two years following his date of termination, except
if Mr. Linn’s employment is terminated within one year following a change of control of the company (as
defined in the agreement), in which case the non-compete obligations do not apply.

Mr. Ellis

We entered into an employment agreement effective December 18, 2006 with Mark E. Ellis, our
President and Chief Operating Officer. Mr. Ellis’ employment agreement provides for an annual base
salary of $250,000 for 2006 and, beginning December 2007, $300,000, subject to annual increase thereafter,
plus a guaranteed cash bonus of not less than his current salary for the fiscal year ending December 31,
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2007 and 2008, and incentive compensation payable at the discretion of our Board for the remainder of the
term of employment. In addition, under his employment agreement, Mr. Ellis received upon the effective
date of his agreement, a grant of an aggregate 200,000 restricted units, an option to purchase 50,000 units
at an exercise price of $32.18 per unit, and a one-time cash bonus in the amount of $250,000 paid in
January 2007. The restricted unit award and the unit option award vests one half on January 1, 2007 with
the remaining units vesting in equal installments over two years beginning January 1, 2008. In accordance
with his employment agreement, Mr. Ellis also received in December 2007 an additional 100,000 restricted
units and an option to purchase 50,000 units at an exercise price of $23.61, each of which vests in three
equal annual installments. The restricted units and the unit option awards are subject to all provisions of
our LTIP, and as such will vest in full upon a change of control or a termination without cause, with good
reason or upon Mr. Ellis’ death or disability. Under the LTIP and the related grant agreement, Mr. Ellis
receives distributions payable on all vested and unvested restricted units at the same rate as that paid to all
unitholders, currently $2.52 per unit on an annualized basis.

Mr. Ellis’s employment agreement contains certain confidentiality and non-compete obligations that
restrict his ability to compete with our business for up to one year following his date of termination, except
if Mr. Ellis’s employment is terminated within one year following a change of control of the company (as
defined in the agreement), in which case the non-compete obligations do not apply.

Mr. Rockov

We entered into an employment agreement effective September 15, 2005 with Kolja Rockov, our
Executive Vice President and Chief Financial Officer. Mr. Rockov’s employment agreement provides for
an annual base salary of $200,000 subject to annual increase, plus a guaranteed cash bonus of not less than
$100,000 for the fiscal year ending December 31, 2005, and incentive compensation payable at the
discretion of our Board for the remainder of the term of employment. In addition, under his employment
agreement, Mr. Rockov received, upon completion of our initial public offering, a grant of an aggregate
343,364 units of which 114,455 were immediately vested and 228,909 represented a restricted unit award,
an option to purchase 111,250 units at an exercise price of $21.00 per unit, and a one-time cash bonus in
the amount of $1.5 million. The. restricted unit award vested in equal installments over two years and is
now fully vested. The unit option award vests in equal annual installments over three years. The restricted
units and the unit option awards are subject to all provisions of our LTIP, and as such will vest in full upon
a change of control or a termination without cause, with good reason or upon Mr. Rockov’s death or
disability. Under the LTIP and the related grant agreement, Mr. Rockov receives distributions payable on
all vested and unvested restricted units at the same rate as that paid to all unitholders, currently $2.52 per
unit on an annualized basis. '

Mr. Rockov's employment agreement contains certain confidentiality and non-compete obligations
that restrict his ability to compete with our business for up to two years following his date of termination,
except if Mr. Rockov’s employment is terminated within one year following a change of control of the
company (as defined in the agréement), in which case the non-compete obligations do not apply.

Ms. Anderson

We entered into an employment agreement effective as of July 17, 2006 with Lisa ID. Anderson, our
Senior Vice President and Chief Accounting Officer. Ms. Anderson’s employment agreement provides for
an annual base salary of $175,000 subject to annual increase, plus a guaranteed cash bonus of not less than
$62,500 for the calendar year ending December 31, 2006 and $125,000 for the calendar year ending
December 31, 2007, and incentive compensation payable at the discretion of our Board for the remainder
of the term of employment. In addition, under her employment agreement, Ms. Anderson received, upon
the effective date of her agreement, a grant of an aggregate 50,000 restricted units, an option to purchase
50,000 units at an exercise price of $20.25 per unit, and a one-time cash bonus in the amount of $100,000,
The restricted unit award and the unit option award vests one third on January 1, 2007 with the remaining
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units vesting in equal instaliments over two years beginning January 1, 2008. The restricted unit and the
unit option awards are subject to all provisions of our LTIP, and as such will vest in full upon a change of
control or a termination without cause, with good reason or upon Ms. Anderson’ death or disability. Under
the LTIP and the related grant agreement, Ms. Anderson receives distributions payable on all vested and
unvested restricted units at the same rate as that paid to all unitholders, currently $2.52" per unit on an
annualized basis. '

Ms. Anderson’s employment agreement contains certain confidentiality and non-compete obligations
that restrict her ability to compete with our business for up to two years following her date of termination,
except if Ms. Anderson’s employment is terminated within one year following a change of control of the
company (as defined in the agreement),.in which case the non-compete obligations do not apply.

Mz Lopus : . :

We entered into an employment agreement with Thomas A. Lopus on April 3, 2006. Mr. Lopus’
employment agreement provides for an annual base salary of $175,000 subject to annual increase.
Mr. Lopus’ employment agreement also provides for a guaranteed bonus in 2006 of not less than $125,000
and thereafter, incentive compensation payable at the discretion of our Board. In addition, under
Mr. Lopus’ employment agreement he is entitled to receive:

e an option to purchase 50,000 units at an exercise price of $19.74 per unit subject to a service based
three-year vesting schedule;

« a second option to purchase 25,000 units at an exercise price of $19.74 per unit subject to a specified
service requirement and a performance based vesting schedule; and

» a grant of 20,000 restricted units subject to a specified service requirement and a performance based
vesting schedule. .

‘The service based option vests in equal annual instailments over three years and will vest in full upon a
change of control or a termination without cause, with good reason or upon Mr. Lopus’ death or disability.

‘The performance based unit option award and restricted unit grant (the “Performance Awards”) vest
upon the later of the date the performance goal for each tier is achieved, and the date of the required
service period for each tier set forth in the third column of the following schedutle:

Performance Goal
Company’s annualized
Tier distribution _rate is at least; Service Period
Tier A $1.92 per unit March 31, 2007
Tier B $2.30 per unit March 31, 2008
Tier C $2.76 per unit March 31, 2009

In the event the performance goal applicable to a particular tier is not met on or before December 31,
2009, that tier shall be forfeited as of December 31, 2009. Upon a change of control or a termination
without cause, with good reason or upon Mr. Lopus’ death or disability, the Performance Awards vest to
the extent that the applicable performance goals set have been met with respect to each tier on or before
the date of termination. Under the LTIP and the related grant agreement, Mr. Lopus receives distributions
payable on all vested and unvested restricted units at the same rate as that paid to all unitholders, currently
$2.52 per unit on an annualized basis.

Mr. Lopus’s employment agreement contains certain confidentiality and non-compete obligations that
restrict his ability to compete with our business for up to two years following his date of termination, except
if Mr. Lopus’s employment is terminated within one year following a change of control of the company (as
defined in the agreement), in which case the non-compete obligations do not apply.
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Mr. Walker

~ We entered into an employment agreement effective as of February 7, 2007 with Arden L. Walker, Jr.,
our Senior Vice President-Operations and Chief Engineer. Mr. Walker’s employment agreement provides
for an annual base salary of $175,000, subject to annual increase, plus a guaranteed cash bonus of not less
than $125,000 for the fiscal year ended December 31, 2007, and incentive compensation payable at the
discretion of our Board for the remainder of the term of employment. He also received a one-time bonus
of $175,000 payable within 30 days of the effective date of the agreement. In addition, Mr. Walker
received, upon the effective date of his agreement, a grant of an aggregate 50,000 restricted units, an
option to purchase 50,000 units at an exercise price of $33.00 per unit. The restricted unit award and the
unit option award vests in three equal installments beginning in February 2008, The restricted unit and the
unit option awards are subject to all provisions of our LTIP, and as such will vest in full upon a change of
control or a termination without cause, with good reason or upon Mr. Walker’s death or disability. Under
the LTIP and the related grant agreement, Mr. Walker receives distributions payable on all vested and
unvested restricted units at the same rate as that paid to all unitholders, currently $2.52 per unit on an
annualized basis.

Mr. Walker’s employment agreement contains certain confidentiality and non-compete obligations
that restrict his ability to compete with our business for up to one year following his date of termination,
except if Mr. Walker’s employment is terminated within one year following a change of control of the
company (as defined in the agreement), in which case the non-compete obligations do not apply.
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2007 GRANTS OF PLAN BASED AWARDS

(h)
All Other
i (g) Option g}
Estimated Future Payouts: | All Other | Awards; (i) Grant Date
(h) Under Equity lnc:)nuve Unit | Namber of | Exercise or| Fair Value
|Committee Plan Awards Awards; | Securities | Base Price |of Unit and
or Board {d) (e) (4] Number of |Underlying{ of Option Option
(a) Approval {c) ‘Fhreshold {Target [Maximum| Units Options Awards Awards
Name Date  [Grant Date (#) (#) (#) (#) (#) ($/sh) (5}
Michae! C. Linn 171972007 | 11972007 150,000 $4,852,500
Mark E. Ellis'® 11/20/2006 | 12/18/2007 100,000 $2,361,000
11/20/2006 | 12/18/2007 50,600 $23.61 $ 129,500
Kolja Rockov 171972007 | 1/19/2007 140,000 $4,529,000
Lisa D. Anderson 1/19/2007 | 1/19/2007 15,000 § 485,250
Thomas A. Lopus 1/19/2007 | 1/19/2007 15,000 $ 485,250
Arden L. Walker, Jr.®

(1) In addition, the Committee approved the following option grants to oyr Named Officers on January 29, 2008:

Exercise|Value at Grant

Executive .|Option Award| Price Date

Michael C. Linn 166,700 $21.70 $333.,400
Mark E. Ellis 125,000 $21.70 $250,000
Kolia Rockov 83,350 $21.70 $166,700
Lisa D. Anderson 37,500 $21.70 $ 75,000
Thomas A. Lopus 16,700 $21.70 $ 33,400
Arden L. Walker, Jr. 45 850 $21.70 $ 91,700

Subject to unitholder approval of the LTIP Amendment Proposal, the Com

pensation Committee also approved certain

restricted unit grants to our Named Officers on January 29, 2008 (see page 15, “Benefits under the LTIP for 2007").

(2) The awards granted to Mr. Ellis in 2007 were approved by the Compensation Committee in November 2006 in connection with
his entry into his employment agreement with us.

&)

In connection with entry into his employment agreement during 2007, Mr. Walker was granted 50,000 restricted vnits and
50,000 options. Because the employment agreement was not formally approved by the Compensation Committee until January

2008, the awards are not considered granted until that date for purposes of SFAS 123(R); thus the grants are not included in the
2007 grants of plan based awards table.

)

December 31, 2007, included in our Annual Report on Form 10-K for the year ended December 31, 2007.
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OUTSTANDING EQUITY AWARDS AT DECEMBER 31, 2007

Option Awards Unit Awards
Equity
Incentive
Plan
Equity Awards:
Incentive | Market
Plan or Payout
Awards Value of
. Number of | Unearned
Units Number of Number Unearned | Units or
Underlying | Securities of Units or Other
Unexercised| Underlying | Option Units Market Other Rights
Options Options  |Exercise| Option That Value of |Rights that| That Have
Exercisable [Unexercisable! Price |Expiration| Have Not | Unvested | Have Not |Not Vested
Name (#) (#) $) Date [Vested (#)| Units (§) | Vested (#) [OE)
Michael C. Linn™ 37,083 74,167 $21.00 | 1/19/2016
Michael C. Linn® 41,666 83,334 $27.94 | 12/6/2016
Michael C. Linn® 150,000 | $3,754,500
Mark E. Ellis® 16,666 33,334 $32.18 112/18/2016
Mark E. Ellis™? 160,000 | $2,503,000
Mark E. Ellis® 50,000 $23.61 [12/18/2017
Mark E. Ellis® 100,000 | $2,503,000
Kolja Rockovt® 37,083 74,167 $21.00 | 1/1972016
Kolja Rockov!® 114,456 | $2,364,834
Kolja Rockovt®) 28,333 56,667 $27.94.| 12/6/2016
Kolja Rockov® 140,000 | $3,504,200
Lisa D Anderson'® 16,666 33,334 $20.25 | 7/1772016
Lisa D. Anderson!'! 33,334 [ 3 834,350
Lisa D. Anderson®® 6,666 13,334 $27.94 | 12/6/2016
Lisa D. Andersont® 15000 | S 375,450
Thomas A. Lopust*h 16,666 33,334 $19.74 | 471372016
Thomas A. Lopus(!® 8,333 16,667 $19.74 | 4/13/2016
Thomas A. Lopus{'#* 13,333 $333,725
Themas A. Lopus®™® 6,666 13,334 $27.94 | 12/6/2016
Thomas A. Lopus®™ 15000 | § 375,450
Arden L. Walker, Jr.0%

(1) Options expire ten years from date of grant.

(2) Based on the closing sales price of our common units on December 31, 2007 of $25.03.
(3)  Unit option grants vest in three equal installments beginning on January 19, 2006.

(4) Unit option grants vest in three equal installments beginning on December 6, 2006;

(5) Restricted units awards vest in three equal installments beginning on January 19, 2007.
(6) Unit option grants vest in three equal installments beginning December 18, 2006.

(7) Restricted unit awards vest in two equal instaliments beginning January 1, 2007.

(8) Unit option grants vest in three equal installments beginning December 18, 2007.

(9) Restricted unit awards vest in three equal installments beginning on December 18, 2007.
(10) Restricted unit awards vest in two equal installments beginning January 19, 2006,

(11) Restricted unit awards vest in three equal instaliments beginning July 17, 2006.

(12) Unit option grants vest in three equal installments beginning April 13, 2006.

(13) Unit options were granted on April 13, 2006 and vest in three installments beginning on that date, Each tier vests on the later of
a) the date of the achievement of the applicable performance goal or b) the date of the required service period for that tier
{(March 31, 2007, March 31, 2008 and March 31, 2009, respectively).

(14) Restricted unit awards were granted on April 13, 2006 and vest in three tiers beginning on that date. Each tier vests on the later
of a) the date of the achievement of the applicable performance goal or b) the date of the required service period for that tier
(March 31, 2007, March 31, 2008 and March 31, 2009, respectively).

(15) 1o connectian with entry into his employment agreement, Mr. Walker was granted 50,000 restricted units and 50,000 options.
Because the employment agreement was not formally approved by the Compensation Committee until January 2008, the
awards are not considered granted until that date for purposes of SFAS 123(R); thus the grants are not included in the
Quitstanding Equity Awards at December 31, 2007.
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2007 OPTION EXERCISES AND UNITS VESTED

None of our Named Officers exercised any stock optidns during 2007.

Option Awards Unit Awards
(b) (d) (e)
Number of Units (c) Number of Units Value Realized on

(a) Acquired on Value Realized on | Acquired on Vesting Vesting® -
Name Exercise (#) Exercise ($) (#) %
Michael C. Linnt" — — 399,220 $20,300,336
Mark E. Ellis — —_ 100,000 $ 3,194,000
Kolja Rockov — — 114,455 $ 3,661,415
Lisa ID. Anderson — —_ 16,666 $ 532,333
Thomas A. Lopus —_ — : 6,667 $ 232,778
Arden L. Walker, JIr. — — — —

(1) Upon vesting, Mr. Linn retired 226,561 units to satisfy federal payroll tax withholding requirements.
(2) The value realized represents the total fair market value of the units on the vesting date réported as
earned compensation during 2007.
PENSION BENEFITS
We do not provide pension benefits for our Named Officers or other employees. Retirement benefits
are provided through the Retirement Savings Plan, as discussed previously.
NON-QUALIFIED DEFERRED COMPENSATION

We do not have a non-qualified deferred compensation plan and as such, no compensation has been
deferred by our Named Officers or our other employees. The Savings Plan is a 401(k) deferred
compensation arrangement and a qualified plan under section 401(a) of the Internal Revenue Code (the
“Code™).

POTENTIAL PAYMENTS UPON TERMINATION OR CHANGE OF CONTROL
Payments Made Upon Termination ' '

Regardless of the manner in which a Named Officer’s employment terminates, the executive will be
entitled to receive amounts earned (but unpaid) during his term of employment. Such amounts include:

+ earned, but unpaid base salary;
» non-equity incentive compensation earned during the fiscal year;
» unused vacation pay; and

 amounts contributed and vested through our Savings Plan.

Payments Made Upon Termination Without Cause or for Good Reason

In addition to the payments described above, in the event of termination by us other than for “Cause”
or termination by the executive for “Good Reason”, generally each Named Officer’s employment
agreement provides for severance payments equal to at least one year of the Named Officer’s base salary
payable in 12 monthly installments if the qualifying termination occurs prior to the Named Officer’s
anniversary of employment with us, and, thereafter, 24 monthly installments at the Named Officer’s
highest base salary in effect at any time during the 36 months prior to the date of the qualifying
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termination. Mr. Lopus’s severance is subject to the achievement of certain performance metrics as
described below. We will also bear the full cost of the Named Officer’s COBRA continuation coverage for
such period as such coverage is required to be continued under applicable law. The footnotes to the table
below describes each Named Officer’s specific severance payments.

In addition, in the event of termination by us other than for “Cause” or termination by the Named
Officer for “Good Reason,” alt outstanding restricted unit and the unit option awards wilt vest in full.

We will have “Cause” to terminate a Named Officer’s employment under his or her respective
agreement by reason of any of the following: (i) the Named Officer’s conviction of, or plea of nolo
contendere to, any felony or to any crime or offense causing substantial harm to us or any of our direct or
indirect subsidiaries (whether or noi for personal gain) or involving acts of theft, fraud, embezzlement,
moral turpitude or similar conduct; (ii} the Named Officer’s repeated intoxication by alcohol or drugs
during the performance of his duties; (iﬁ) malfeasance in the conduct of the Named Officer’s duties,
including, but not limited to, (A) willful and intentional misuse or diversion of any of the related parties’
funds, (B) embezziement or (C) fraudulent or willful and material misrepresentations or concealments on
any written reports submitted to us or our direct or indirect subsidiaries; (iv) the Named Officer’s material
failure to perform the duties of the executive officer's employment consistent with executive officer’s
position, expressly including the provisions of the employment agreement, or material failure to follow or
comply with the reasonable and lawful written directives of the Board; (v) a material breach of the
employment agreement; or (vi) a material breach by the Named Officer of our written policies concerning
employee discrimination or harassment.

“Good Reason” means any of the following to which the Named Officer will not consent in writing;
(i) a reduction in the Named Officer’s base salary; (ii) a relocation of the Named Officer’s primary place of
employment to a location more than 50 miles from the city of such primary place of employment; or, in
some cases, (iii) any material reduction in the Named Officer’s title, authority or responsibilities.

Payments Made Upon Death or Disability

In the event of the death or “Disability” of a Named Officer, he or she will receive amounts earned
(but unpaid) during his term of employment as described above. In -addition, upon the death or
“Disability” of a Named Officer all outstanding restricted units and unit option awards will vest in full.

“Disability” means the determination by a physician selected by us that the Named Officer has been
unable to perform substantially the Named Officer’s usual and customary duties under their agreement for
a period of at least one hundred twenty (120) consecutive days or a non-consecutive period of one hundred
eighty (180) days during any twelve-month period as a result of incapacity due to mental or physical illness
or disease. At any time and from time to time, upon reasonable request therefore by us, the Named Officer
will submit to reasonable medical examination for the purpose of determining the existence, nature and
extent of any such disability.

Payments Made Upon a Termination Foll!owing a Change of Control

Our LTIP and the employment agreements with each Named Officer provide certain benefits if his or
her employment is terminated within one year following a “Change of Control” (other than termination by
us for “Cause” or by reason of death or “Disability”).

In addition to the earned benefits and amounts listed under the heading “Payments Made Upon
Termination”, the Named Officer (except as set forth in the table below) will receive:

* a lump sum severance payment of up to three times the sum of the Named Officer’s base salary and
the highest annual bonus earned by the Named Officer pursuant to the incentive compensation
plans maintained by us in any of the three prior fiscal years {Mr. Lopus’s severance is subject to the
achievement of certain performance metrics as described below);
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* a lump sum amount representing a pro rata portion of any incentive compensation earned by the
Named Officer through the date of termination, assuming achievement of the target level of the
performance goals; ’

COBRA continuation coverage as described above upon a termination without “Cause” or for

“Good Reason.”

the Named Officer may receive, if approved by the Board an amount equal to the excise tax charged

to the Named Officer as a result of the receipt of any change of control payments.

+ all restricted unit and unit options awards held by the Named Officer will automatically vest and
become exercisable.

With respect to the definition of “Change of Control”, each of the Named Officers’ employment
agreements are substantially similar. A “Change of Control” is deemed to occur upon:

()

(i)

(iii)

()

)

the acquisition by any “person,” as such term is used in Sections 13(d) and 14(d) of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”), other than the Company or an
Affiliate of the Company, of “beneficial ownership” (as defined in Rule 13d-3 under the
Exchange Act), directly or indirectly, of securities of our company representing more than 35% of
the combined voting power of our then outstanding securities entitled to vote generally in the
election of our directors; or

the consummation of a reorganization, merger, consolidation or other form of business
transaction or series of business transactions, in each case, with respect to which persons who
were the members of our company immediately prior to such reorganization, merger or
consolidation or other transaction do not, immediately thereafter, own more than 50% of the
combined voting power entitled to vote generally in the election of directors of the reorganized,
merged or consolidated company’s then outstanding voting securities; or

the sale, lease or disposition (in one or a series of related transactions) by us of all or substantially
all of our assets to any person or our affiliates, other than us or our affiliates; or

a change in the composition of the Board, as a result of which fewer than a majority of the
directors are Incumbent Directors. “Incumbent Directors” shall mean directors who either
(A) are directors of our company as of the effective date of the initial public offering of our
equity interests, or (B) are elected, or nominated for election, thereafter to the Board with the
affirmative votes of at least a majority of the Incumbent Directors at the time of such election or
nomination, or {C) are among the five original independent directors of our company, but
“Incumbent Director” shall not include an individual whose election or nomination is in
connection with (i) an actual or threatened election contest (as such terms are used in
Rule 14a-11 of Regulation 14A promulgated under the Exchange Act) or an actual or threatened
solicitation of proxies or consents by or on behalf of a Person other than the Board or (ii) a plan
or agreement to replace a majority of the then Incumbent Directors; or

the approval by the Board or the members of our company of a complete or substantially
complete liquidation or dissolution of our company.

Excise Taxes

If any benefits payable or otherwise provided under each Named Officer’s employment agreement
would be subject to the excise tax imposed by Section 4999 of the Code (the “Excise Tax”), then the Board
may, in its sole discretion, provide for the payment of, or otherwise reimburse the executive for, an amount
up to such Excise Tax and any related taxes, fees or penalties thereon as the Board may consider to be
customary and appropriate for a comparable public company.
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Non-Competition Provisions

The non-competition provisions of the employment agreements of each of the Named Officers are
described above in the section of the Proxy Statement titled “Narrative Disclosure to the 2007 Summary
Compensation Table.”

Quantification of Payments on Termination

The chart below reflects the amount of compensation to each of our Named Officers in the event of
termination of such executive’s employment pursuant to his employment agreement and our LTIP. The
amount of compensation payable to each Named Officer upon voluntary termination with “Good
Reason,” involuntary termination other than for “Cause,” termination following a “Change of Control”
and the occurrence of the “Disability” or death of the executive is shown below, The amounts shown are
calculated assuming that such termination was effective as of December 31, 2007, and thus include
amounts earned through such time (other than amounts payable pursuant to our Savings Plan} and are
estimates of the amounts which would be paid out to the executives upon their termination. The actual
amounts to be paid out can only be determined at the time of the Named Officer’s actual separation from
us.
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Pro Rata

Performance Early Vesting Estimated

Severance Health Units at of Equity  Tax Gross

Name and Reason for Termination Pay"y Bonus®  Benefits Target Awards™ Up Total
Michael C. Lina™
Without cause or by employee for

good reason .. ... ..., $ 700,000 — $16,908 —  $4,053,393 - — $4.770,301
Change of Control . . .......... $1,050,000 — $16,908 —  $4,053,393 §777,660 $5,867.961
Disability or Death . . .. ........ — — — —  $4,053,393 — $4,053,393
Mark E. Ellis®
Without cause or by employee for

good reason .. ............. $ 500,000 $250,600 316,908 —  $5,006,000 — $5,772,908
Change of Control .. .......... $ 500,000 $250,000 $16,908 —  $5,006,000 $716,256 $6,489.164
Disability or Death . . . .. ....... — $250,000 -— —  $5,0006,000 — $5,256,000
Kolja Rockov!"
Without cause or by employee for

goodreason . .............. $ 550,000 — $16,908 —  §6,607,927 — $7,234,835
Changz of Control ............ $ 825,000 — $16,908 —  $6,667,927 $648.826 $8,158,661
Disability or Death . . . .. ....... — — — —  $6,607,927 — $6,667,927
Lisa D. Anderson®
Without cause or by employee for - . :

good reason . ... ... ... ... $ 400,000 $125,000 $ 5,395 —  $1,369,137 — $1,899,532
Change of Control .. .......... $ 400,000 $125,000 $ 5,395 —  $1,369,137 — $1,899,532
Disability or Death . . .......... — $125,600 — —  $1,369,137 — $1,494,137
Thomas A. Lopus®®
Without cause, for good reason or

disability ................. $ 350,000 — $16,908 $210,117 § 548453 — $1,125478
Change of Control . ........... $ 350,000 — $16,908 $210,117 § 548453 $220,594 $1,346,072
Disability or Death . . . ......... — — —  $210,117 § 548453 — § 758,570
Arden L. Walker, Jr.¥
Without cause, for good reason or

disability ................. $ 175,000 $125,000 $16,908 —  $1,251,500 — $1,5608,408
Change of Control . _.......... $ 175,000 $125,000 $16,908 —  $1,251,500 — $1,568,408
Disability or Death . . .. ........ — $125,000 —_ —  §1,251,500 — $1,376,500

(a) Closing price of units on December 31, 2007 was $25.03. All awards under the LTIP fully vest upon termination

(1)

without cause, good reason, disability or a change of control (as each is defined in the respective employment
agreements).

Messrs. Linn and Rockov's employment agreements each provide for a severance payment of two limes his
annual base salary in the event of termination without causc or by employee for good reason and three times his
current annual base salary in the event of termination within one year following a change of control.

Mr. Ellig’s and Ms. Anderson’s employment agreements each provide for a severance payment of two times his or
her annual base salary in the event of termination without cause, by employee for good reason ot termination
within one year following a change of control.

Mr. Lopus’ employment agreement provides for a severance payment of two times his annual base salary in the
event of termination without cause or by employee for good reason. The agreement further provides that if he
were (0 be terminated within one year following a change of control, he would be entitled to a severance payment
of two times his annual base satary for a termination is on or after April 3, 2007 and the Company’s annualized
distribution rate at the time of the change of control is at least $2.30 per unit, three times his highest base salary if
on or after April 3, 2008 and before December 31, 2009 and the Company’s annualized distribution rate at the
time of the “Change of Control” is at least $2.76 per unit or up to three times his highest base salary if on or after
December 31, 2009 depending upon whether or not the foregoing specified annual distribution rates were
achieved by the Company in the specified time periods set forth above. Assuming he was terminated following
change of control on December 31, 2007, Mr. Lopus would have received a severance payment of two times his
annual salary.
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Mr. Lopus’ restricted units and options that are subject to achievement of performance metrics vest upon
termination without cause, good reason or change of control to the extent such performance metric is achieved at
such time.

(4) Mr. Walker’s employment agreement provides for a severance payment of one times his annual salary for
termination without cause, by employee for good reason or termination within one year following a change of
control if such termination takes place prior to anniversary of the effective date of each agreement. Mr. Walker’s
agreement was effective February 7, 2007.

(5) The amounts listed under Bonus include only guaranteed bonuses under the Named Officer’s émployment
agreement; thus do not include bonuses for 2007 performance that were awarded in January 2008,

DIRECTOR COMPENSATION

We use a combination of cash and unit-based incentive compensation to attract and retain qualified
candidates to serve on our Board. In setting director compensation, we consider the significant amount of
time that directors expend in fulfilling their duties to us as well as the skill-level required by us of members
of our Board.

Annual Retainer and Fees. Currently and beginning with the 2007 Annual Meeting, each independent
director (as determined by our Board of Directors pursuant to applicable NASDAQ listing standards)
receives the following cash compensation for serving on our Board of Directors: |

* An annual cash retainer of $40,000, paid in four installments quarterly;
* A per meeting fee of $1,500, payable quarterly;
* A per committee meeting fee of $1,000, payable quarterly;
* Committee chair fees (each payable quarterly) of:
* $11,000 for our Audit Committee chair;
* $5,000 for our Nominating and Governance Committee chair;
*+ $5,000 for our Compensation Committee chair.

Prior to June 2007, the annual cash retainer was $25,000. Additionally, prior to .June 2007, each
independent director serving on our Audit Committee received cash compensation of $25,000, paid in four
instaliments quarterly, and the fee for alt committee chairs was $2000.

Phantom Unit Grant. During 2006, the Compensation Committee approved an annual award of
phantom units to each of the Company’s independent directors. The number of phantom units shall be
determined and the award granted by the Compensation Committee at the time of each Annual Meeting
of unitholders. Phantom units are granted under the Company’s LT1P. Under the terms of the phantom
unit grant agreement, the forfeiture restrictions on the phantom units lapse on the first anniversary of the
grant date, provided that such director continues to serve on our Board on such date, or such director
stood for re-election to our Board but was not elected. Additionally, if a director’s service on the Board is
terminated for cause at anytime after the grant date and regardless of whether the restricted period has
terminated, then all phantom units awarded under the grant agreement shall be forfeited.
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2007 Director Summary Compensation Table

The table below summarizes the compensation paid by the Company to independent Directors for the
fiscal year ended December 31, 2007. - : S

b d

Fees (Ez)lmed (c) 0|()li)on All (('))ther (g)
(a) . or Paid in Unit Awards Awards Compensation Total
Name!"' Cash Tos® s> () )
George A. Alcorn .. ... ... $74,269 $87,698  $14,400 $9,960 $186,327
Terrence S. Jacobs . . ......... ... ..., $76,967 $87.,698 $14,400 $9,960 $189,025
Jeffrey L. Swoveland . ............... $73,769 $87,698  $14,400 $9,960 $185,827
Joseph PMcCoy .. ...t $24,801 $42,063 $ — $1,710 $ 68,574

(1) Mr. Michael C. Linn, our Chairman and Chief Executive Office is not included in this table as he is
not an independent director and thus receives no compensation for his service as directors. Mr. Linn
is an employee of our company; his compensation is shown in the Summary Compensation Table
above. Mr. McCoy joined our Board in September 2007.

(2) Reflzcts the dollar amount recognized for financial statement reporting purposes for the fiscal yeat
ended December 31, 2007 in accordance with SFAS 123(R) and include amounts from awards granted
in 2007. The following represent outstanding unit grant awards as of December 31, 2007:

Phantom Unit  Value at Grant  Vested Phantom  Vested Unit  Exercise

[)irecto_r Awards Date Units Options Price

George A. Alcorn ... ..... 6,000 $182,070 3,000 10,000  $20.18
Terrence S. Jacobs . .. ... .. 6,000 $182,070 3,000 , 10,000  $20.18
Jeffrey L. Swoveland . .. ... 6,000 $182,070 3,000 10,000 $20.18
Joseph P. McCoy ... ...... 3,000 $100,950 — — —

(3) Reflects the doltar amount recognized for financial statement reporting purposes for the fiscal year
ended December 31, 2007 for distributions paid on the phantom units reported in column (c).
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth as of February 14, 2008, the number of units beneficially owned by:

(i) each person who is known to us to beneficially own more than 5% of a class of units; (ii) the current
directors and nominees of our Board of Directors; (iii) each Named Officer; and (iv) all current directors
and executive officers as a group. We obtained certain information in the table from filings made with the
SEC. Unless otherwise noted, each beneficial owner has sole voting power and sole investment power.

Percentage of
Units Units
Beneficially Beneficially

Name of Beneficial Owner Owned Owned
Lehman Brothers Holdings Inc.(V . .. ... .. .. .. ... .............. 14,687,228 12.9%
Leon Cooperman® . . .. ... .. . . . . . . e 5,759,701 51%
Michael C. Linn®®) | e 4,211,342 3.68%
Kofja Rockov®X® | e, 508,764 *
Mark E. ElisCNY | o 310,000 *
Lisa D. Anderson® | o 65,000 *
Thomas A. Lopus®® 35,000 *
Arden L. Walker, Jr.O ) e 50,000 *
George A. Alcon® . ... ... ... ... L. e 2,000 *
Terrence S. Jacobs ) 15,500 *
Jeffrey C. Swoveland® . . ... ... . ... 0 *
Joseph P McCoy™ . ..o e 0 *
All executive officers and directors as a group (12 persons)® .. ... ... .. 5,227,606 4.56%

*

()

@

3
(4)
(5)
(6)
™)

(8)

Less than 1% of class based on 114,540,574 units outstanding as of the Record Date.

Based solely on information furnished in the Schedule 13G/A filed by Lehman Brothers Holdings Inc.
with the SEC on February 13, 2008. Various direct and indirect subsidiaries of Lehman Brothers
Holdings Inc. own the units such that Lehman Brothers Heldings Inc. is deemed to be the beneficial
owner of such units. The address for Lehman Brothers Holdings Inc. is 745 Seventh Avenue, New
York, New York 10019. Per its Schedule 13G/A, Lehman’s percentage ownership is based on total
units outstanding as November 2, 2007 as reported in our Form 10-Q for the quarter ended
September 30, 2007.

Based solely on information furnished in the Schedule 13G filed by Leon Cooperman with the SEC on
February 5, 2008. Mr. Cooperman is managing member of Omega Associates, L.L.C. Mr. Cooperman
has sole voting and dispaositive power over 4,145,201 units and shared voting and dispositive power
over 1,614,500 units. The address for Mr. Cooperman is 88 Pine Sireet, Wall Street Plaza—31% Floor,
New York, New York 10005. Per his Schedule 13G, Mr. Cooperman’s percentage ownership is based
on total units outstanding as November 2, 2007 as reported in our Form 10-Q for the quarter ended
September 30, 2007.

The address of each beneficial owner, unless otherwise noted, is ¢/o Linn Energy, LLC, 600 Travis,
Suite 5100, Houston, Texas 77002,

Includes unvested restricted Unit awards that vest in equal installments, generally over three years.
Mr. Linn has pledged approximately 3.7 million units to secure a personal line of credit.

Includes 400 Units as custodian under certain UGMA accounts for immediate family members as to
which Mr. Rockov disclaims beneficial ownership. Mr. Rockov has pledged 356,000 units to secure a
personal line of credit.

Includes 2,500 units owned indirectly by Mr. Jacobs as UGMA custodian for immediate family
members.

Percentage ownership of executive officer and directors is based on total units outstanding as of the
Record Date. '
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

In the ordinary course of our business, we purchase products or services from, or engage in other
transactions with, various third parties. Occasionally, these transactions may involve entities that are
affiliated with one or more members of our Board of Directors. When they occur, these transactions are
conducted in the ordinary course and on an arms-length basis.

Review and Approval of Related Party Transactions

We review all relationships and transactions in which our company and our directors and executive
officers or their immediate family members are participants to determine whether such persons have a
direct or indirect material interest. We have developed and implemented processes and controls to obtain
information from our directors and executive officers with respect to related person transactions and for
then determining, based on the facts and circumstances, whether we or a related person has a direct or
indirect material interest in the transaction. As required under SEC rules, transactions that are determined
to be directly or indirectly material to us or a related person are disclosed in our annual proxy statement.
In addition, our Audit Committee or Board of Directors (if appropriate) reviews and approves or ratifies
any related person transaction that is required to be disclosed. In the course of its review and approval or
ratification of a disclosable related party transaction, consideration is given to:

+ the nature of the related person’s interest in the transaction;

« the material terms of the transaction, including, without limitation, the amount and type of
transaction;

» the importance of the transaction to the related person;
» the importance of the transaction to us;

» whether the transaction would impair the judgment of a director or executive officer to act in our
best interest; and

» any other matters deemed appropriate.

Any director who is a related person with respect to a transaction under review may not participate in
the cleliberations or vote respecting approval or ratification of the transaction; provided, however, that
such director may be counted in determining the presence of a quorum at the meeting where the
transaction is considered.

Related Party Transactions

Lehman Brothers Holdings, Inc.

As of December 31, 2007, on an aggregate basis, a group of certain direct or indirect wholly owned
subsidiaries of Lehman Brothers Holdings, Inc. (“Lehman”) owned over 10% of our units, acquired during
2006 and 2007 in our private placements of units. As such, Lehman meets the definition of a “related
person” under SEC rules. Lehman subsidiaries provide certain services to us, including participation in our
credit facilities and sale of commodity derivative instruments, which were all consummated on terms
equivalent to those that prevail in arm’s-length transactions.

In 2007:

* We received proceeds from Lehman of approximately $378.7 million in connection with various
private placements of our units;

« We paid distribution on units owned by L.ehman of approximately $15.2 million;
* We paid Lehman underwriting fees of approximately $13.5 million;

* We purchased approximately $226.3 million in oil and gas put and swap contracts from Lehman;
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* We paid Lehman, through the administrator of our credit facility, interest on borrowings under our
credit facility of approximately $1.3 million and financing fees of approximately $0.1 million.

Eric P Linn

Eric P. Linn, brother of our Chairman and Chief Executive Officer, served as President of one of our
wholly owned subsidiaries. Mr. Linn was paid a base salary of $0.2 million in 2007. Effective March 31,
2008, Mr. Linn’s employment with us terminated and he executed a Severance Agreement and Release.
Under the terms of that agreement, Mr. Linn will receive approximately $0.2 million in cash, six months of
outplacement services, accelerated vesting of his 10,000 unvested restricted units and his 13,333 unvested
options (pursuant to the terms of his award agreements), and payment of his COBRA coverage until
December 31, 2008 or until he obtains other comparable health care benefits.

Penneco Qil Company

During 2007, we paid we paid approximately $0.2 million to Penneco Oil Company for purchases of
natural gas. Terrence Jacobs, one of our non-employee directors, serves as President of Penneco Qil
Company, which provides ongoing leasing, marketing, exploration and drilling operations for natural gas
and crude oil in Western Pennsylvania and West Virginia. These purchases represent an amount less than
5% of our consolidated gross revenues and were consummated on arm’s length terms.

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires our executive officers and directors and persons who own
more than 10% of our common units to file reports of ownership and changes in ownership concerning our
common units with the SEC and to furnish us with copies of all Section 16(a) forms they file. Based solely
upon our review of the Section 16(a) filings that have been received by us, we believe that all filings
required to be made under Section 16(a) during 2007 were timely made except for the following. Mark E.
Ellis, our President and Chief Operating Officer, was late in reporting one grant of 100,000 restricted units
granted on December 18, 2007. Mr. Ellis filed a Form 4 on January 4, 2008 reporting the transaction,
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UNITHOLDER PROPOSALS AND DIRECTOR NOMINATIONS

Unitholders may propose matters to be presented at unitholders’ meetings and may also recommend
persons for nomination or nominate persons to be directors, subject to the formal procedures that have
been established.

Proposals for 2009 Annual Meeting

Pursuant to rules promulgated by the SEC, any proposals of unitholders of our company intended to
be presented at the Annual Meeting of Unitholders to be held in 2009 and included in our Proxy Statement
and form of proxy relating to that meeting, must be received at our principal executive offices, 600 Travis,
Suite 5100, Houston, Texas, 77002, no later than December 29, 2008, but no earlier than November 29,
2008. Such proposals must be in conformity with all applicable legal provisions, including Rule 14a-8 of the
General Rules and Regulations under the Securities Exchange Act of 1934.

In addition to the SEC rules described in the preceding paragraph, pursuant to Section 11.13 of our
limited liability company agreement, only proposals of business made in accordance with the following
procedures are eligible for consideration by our unitholders at an annual meeting of unitholders. Proposals
eligible for consideration by our unitholders at an annual meeting of unitholders may be made only (i) by
or at the direction of our Board of Directors or (ii) by any holder of units who is entitled to vote at the
meeting and who complied with the following notice procedures. For proposals to be properly brought
before an annual meeting by a unitholdes:

(i) the unitholder must have given timely notice thereof in writing to our Corporate Secretary,

(i) such business must be a proper matter for unitholder action under our limited liability
company agreement and the Delaware Act,

(iii) if the unitholder, or the beneficial owner on whose behalf any such proposal is made, has
provided us with a solicitation notice, such unitholder or beneficial owner must have delivered a proxy
statement and form of proxy to holders of at least the percentage of outstanding units required under
our limited liability company agreement or Delaware law to carry any such proposal, and must have
included in such materials the solicitation notice, and

(iv) if mo solicitation notice relating thereto has been timely provided, the unitholder or
‘beneficial owner proposing such business must not have solicited a number of proxies sufficient to
have required the delivery of such a solicitation notice. Our limited liability company agreement
provides that to be timely, a unitholder’s notice must be delivered to our Corporate Secretary at our
principal executive offices not less than 90 days or more than 120 days prior to the first anniversary of
the date on which we first mailed our proxy materials for the preceding year’s annual meeting. For a
proposal of business to be considered at the 2009 Annual Meeting of Unithelders, a unitholder’s notice
should be properly submitted to our Corporate Secretary at our principal executive offices, 600 Travis,
Suite 5100, Houston, Texas, 77002, no later than December 29, 2008, but not earlier than November 29,
2008,

A unitholder’s notice to our Corporate Secretary must set forth (a) a brief description of the business
desired to be brought before the meeting, the reasons for conducting such business at the meeting and any
material interest in such business of such unitholder and the beneficial owner, if any, on whose behalf the
proposal is made; and (b) as to the unitholder giving the notice and the beneficial owner, if any, on whose
behalf the proposal is made (i) the name and address of such unitholder, as they appear on our books, and
of such beneficial owner, (ii) the class and number of units which are owned beneficially and of record by
such unitholder and such beneficial owner, and (iii) whether either such unitholder or beneficial owner
intends to deliver a proxy statement and form of proxy to holders of at least th¢ percentage of units
required under our limited liability company agreement or Delaware law to carry the proposal.
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Nominations for 2009 Annual Meeting and for Any Special Meeting

Pursuant to Section 11.13(b) of our limited liability company agreement, only persons who are
nominated in accordance with the following procedures are eligible for election as directors. Nominations
of persons for election to our Board of Directors may be made at a meeting of unitholders only (a) by or at
the direction of our Board of Directors or (b) by any unitholder of our company: (i) who is entitled to vote
at the meeting, (ii}) who was a record holder of a sufficient number of units as of the record date for such
meeting to elect one or more members to our Board of Directors assuming that such holder cast all of the
votes it is entitled to cast in such election in favor of a single candidate and such candidate received no
other votes from any other holder of units (or, in the case where such holder holds a sufficient number of
units to elect more than one director, such holder votes its units as efficiently as possible for such
candidates and such candidates receive no further votes from holders of outstanding units) and (iii} who
complies with the following notice procedures. All nominations, other than those made by or at the
direction of our Board of Directors, must be made pursuant to timely notice in writing to our Corporate
Secretary. With respect to director clections held at our Annual Meetings, our limited liability company
agreement provides that t¢ be timely, a unitholder’s notice must be delivered to our Corporate Secretary at
our principal executive offices not less than 90 days or more than 120 days prior to the first anniversary of
the date on which we first mailed our proxy materials for the preceding year’s annual meeting. For a
nomination of -any person for election te our Board of Directors to be considered at the 2009 Annual
Meeting of Unitholders, it must be properly submitted to our Corporate Secretary at our principal executive
offices, 600 Travis, Suite 5100, Houston, Texas, 77002, no later than December 29, 2008, but not earlier than
November 29, 2008. Our limited liability company also provides that unitholder nominations of persons for
clection to our Board of Directors may be made at a special meeting of unitholders if our notice of special
meeting indicates that directors are to be elected at such special meeting, provided unitholder notice of the
nomination is timely. To be timely, a unitholder’s notice must be delivered to our Corporate Secretary not
earlier than the ninetieth day prior to such special meeting and not later than the close of business on the
later of the seventieth day prior to such special meeting or the tenth day following the day on which public
announcement is first made of the date of the special meeting and of the nominees proposed by our Board
of Directors to be elected at such meeting.

A unitholder’s notice to our Corporate Secretary must set forth (a) as to each person whom the
unitholder propases to nominate for election or reelection as a director all information relating to such
person that is required to be disclosed in solicitations of proxies for election of directors, or is otherwise
required, in each case pursuant to Regulation 14A under the Securities Exchange Act of 1934, including
such person’s written consent to being named in the proxy statement as a nominee and to serving as a
director if elected; and (b} as to the unitholder giving the notice and the beneficial owner, if any, on whose
behalf the nomination is made (i) the name and address of such unitholder as they appear on our books
and of such beneficial owner, (ii) the class and number of units which are owned beneficially and of record
by such unitholder and such beneficial owner, and (iii) whether either such unitholder or beneficial owner
intends to deliver a proxy statement and form of proxy to holders of a sufficient number of holders of units
to elect such nominee or nominees.

Recommendation of Director Candidates to the Nominating and Governance Committee

A unitholder or a group of unitholders may recommend potential candidates for consideration by the
Nominating and Governance Committee by sending a written request to our Corporate Secretary not
earlier than the 120th calendar day and not later than the 90th calendar day before the first anniversary of
the mailing of the proxy materials in connection with the preceding year’s annual meeting. Such written
request must be sent to our principal executive offices, 600 Travis, Suite 5100, Houston, Texas 77002, Atta:
Corporate Secretary. The written request must include the candidate’s name, contact information,
biographical information and qualifications. The request must also include the potential candidate’s
written consent to being named in the proxy statement as a nominee and to serving as a director if
nominated and elected. Additional information may be requested from time to time by the committee
from the nominee or the unitholder or group of unitholders.
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SOLICITATION AND MAILING OF PROXIES

The expense of preparing, printing and mailing this Proxy Statement and the proxies solicited hereby
will be borne by us. In addition to the use of the mail, proxies may be solicited by our representatives in
person or by telephone, electronic mail or facsimile transmission. These representatives will not be
additionally compensated for such solicitation, but may be reimbursed for out-of-pocket expenses incurred
in connection therewith. If undertaken, we expect the expenses of such solicitation by our representatives
to be nominal. We have also engaged the proxy solicitor firm of Laurel Hill Advisory Group, LLC. For
their services is assisting us in soliciting proxies, we expect to pay Laurel Hill approximately §8,500. We will
also request brokerage firms, banks, nominees, custodians and fiduciaries to forward proxy materials 1o the
beneficial owners of our units as of the Record Date and will provide reimbursement for the cost of
forwarding the proxy materials in accordance with customary practice.

If a unitholder wishes to give such holder’s proxy to someone other than the names appearing in the
proxy card, the names appearing in the proxy card must be crossed out and the name of another individual
or individuals (not more than three) inserted. The signed card must be presented at the Annual Meeting
by the individual or individuals representing such unitholder.

As a matter of policy, proxies, ballots, and voting tabulations that identify individual unitholders are
kept private by us. Such documents are available for examination only by the inspectors of election and
certain personnel associated with processing proxy cards and tabulating the vote. The vote of any
unitholder is not disclosed except as necessary to meet legal requirements.

WHERE YOU CAN FIND MORE INFORMATION ABOUT US

We file annual, quarterly and current reports and proxy statements with the SEC. Our SEC filings are
available to the public over the internet at the SEC’s website at www.sec.gov. You may also read and copy
any document that we file with the SEC at the SEC’s Public Reference Room at 100 F Street, NE,
Washington, D.C. 20549. You can call the SEC at 1-800-SEC-0330 for further information on the public
reference room and its copy charges. We maintain a website at www.linnenergy.com, where we post our
SEC filings.

You may request copies of our filings, including any documents incorporated by reference in this
Proxy Statement as described below, without charge, by calling our Investor Relations representative at
(281) 840-4100 or write to Investor Relations, 600 Travis, Suite 5100 Houston, Texas 77002.

If you would like to request documents from us, please do so at least five business days before the date
of the Annual Meeting in order to receive timely delivery of the documents before the Annual Meeting. If
you request any incorporated documents from us, we will mail them to you by first class mail or other
equally prompt means within one business day of receipt of your request, provided that we will not mail
any exhibits to the information that is incorporated by reference unless such exhibits are specifically
incorporated by reference into the information that this Proxy Statement incorporates,

You should rely only on the information contained or incorporated by reference in this Proxy
Statement to vote your units at the Annual Meeting. We have not authorized anyone to provide you with
information that is different from what is contained or incorporated by reference in this Proxy Statement.

The information contained in this document or any document incorporated by reference herein
speaks only as of the date indicated on the cover of this document or the document incorporated by
reference unless the information specifically indicates that another date applies.
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OTHER MATTERS FOR 2008 ANNUAL MEETING

As of the date of this Proxy Statement, our Board of Directors knows of no matters to be acted upon
at the Annual Meeting other than the proposals included in the accompanying notice and described in this
Proxy Statement. If any other matter requiring a vote of unitholders arises, including a question of
adjourning the Annual Meeting, the persons named as proxies in the accompanying proxy card will have
the discretion to vote thereon according to their best judgment of what they consider to be in the best
interests of our company. The accompanying proxy card confers discretionary authority to take action with
respect to any additional matters that may come before the Annual Meeting or any adjournment or
postponement thereof.

By Order of the Board of Directors,

(At

Charlene A. Ripley
Senior Vice President, General Counsel and
Corporate Secretary

Houston, Texas
April 21, 2008
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Annex A

LINN ENERGY, LLC
AMENDED AND RESTATED
LONG-TERM INCENTIVE PLAN

1. Purpose of the Plan.

The Linn Energy Amended and Restated Long-Term Incentive Plan (the “Plan”) is intended to
promote the interests of Linn Energy, LLC, a Delaware limited liability company (the “Company"), by
providing to employees, consultants, and directors of the Company and its Affiliates incentive
compensation awards for superior performance that are based on Units. The Plan is also contemplated to
enhance the ability of the Company and its Affiliates to attract and retain the services of individuals who
are essential for the growth and profitability of the Company and to encourage them 1o devote their best
efforts to advancing the business of the Company.

2. Definitions.
As used in the Plan, the following terms shall have the meanings set forth below:

“Affiliate” means, with respect to any Person, any other Person that directly or indirectly through
one or more intermediaries controls, is controlled by or is under common control with, the Person in
question. As used herein, the term “control” means the possession, direct or indirect, of the power to
direct or cause the direction of the management and policies of a Person, whether through ownership
of voting securities, by contractor otherwise.

“Award” means an Option, Restricted Unit, Unit Grant, Phantom Unit or Unit Appreciation
Right granted under the Plan, and shall include tandem DERs granted with respect to a Phantom
Unit.

“Award Agreement” means the written agreement by which an Award shali be evidenced.
“Board” means the Board of Directors of the Company.
“Change of Control” means the occurrence of any of the following events:

(i) the acquisition by any “person,” as such term is used in Sections 13(d) and 14(d) of the
Securities Exchange Act of 1934, as amended (the “Exchange Act”), other than the Company or
an Affiliate of the Company, of ‘beneficial ownership” (as defined in Rule 13d-3 under the
Exchange Act), directly or indirectly, of securities of the Company representing more than 35%
of the combined voting power of the Company’s then outstanding securities entitled to vote
generally in the election of directors; provided, however, that any acquisition of securities from
QEP will be disregarded for purposes of determining whether a Change of Control has occurred,
or

(i) the consummation of a reorganization, merger, consolidation or other form. of business
transaction or series of business transactions, in each case, with respect to which persons who
were the members of the Company immediately prior to such reorganization, merger or
consolidation or other transaction do not, immediately thereafter, own more than 50% of the
combined voting power entitled to vote generally in the election of directors of the reorganized,
merged or consolidated company’s then outstanding voting securities; or

(iii) the sale, lease or disposition (in one or a series of related transactions) by the Company
of all or substantially all the Company’s assets to any Person or its Affiliates, other than the
Company or its Affiliates; or




(iv) a change in the composition of the Board, as a result of which fewer than a majority of
the directors are Incumbent Directors: “Incumbent Directors” shall mean directors who either
(A) are directors of the Company as of the effective date of the initial public offering of the
Company’s equity interests, or (B) are elected, or nominated for election, thereafter to the Board
with the affirmative votes of at least a majority of the incumbent Directors at the time of such
election or nomination or (C) are among the five original independent directors of the Company,
but “incumbent Director” shall not include an individual whose election or nomination is in
connection with (i) an actual or threatened election contest (as such terms are used in
Rule 14a-11 of Regulation 14A promulgated under the Exchange Act) or an actual or threatened
solicitation of proxies or consents by or on behalf of a Person other than the Board or (ii) a plan
or agreement to replace a majority of the then Incumbent Directors; or

(v) the approval by the Board or the members of the Company of a complete or
substantiaily complete liquidation or dissolution of the Company.

Solely with respect to any Award that is subject to Section 409A of the Code and to the extent
that the definition of change of control under Section 409A applies to limited liability companies, this
definition is intended to comply with the definition of change of contrel under Section 409A of the
Code as in effect commencing January 1, 2005 and, to the extent that the above definition does not so
comply, such definition shall be void and of no effect and, to the extent required to ensure that this
definition complies with the requirements of Section 409A of the Code, the definition of such term set
forth in regulations or other regulatory guidance issued under Section 409A of the Code by the
appropriate governmental authority is hereby incorporated by reference into and shall form part of
this Plan as fully as if set forth herein verbatim and the Plan shall be operated in accordance with the
above definition of Change of Control as modified to the extent necessary to ensure that the above
definition complies with the definition prescribed in such regulations or other regulatory guidance
insofar as the definition relates to any Award that is subject to Section 409A of the Code.

“Code” means the Internal Revenue Code of 1986, as amended.

“Committee” means the Compensation Committee of the Board or such other committee of the
Board as may be appointed by the Board to administer the Plan.

“Consultant” means an individual, other than an Employee or a Director, providing bona fide
services to the Company or any of its Affiliates as a consultant or advisor, as applicable, provided that
such individual is a natural person and that such services are not in connection with the offer or sale of
securities in a capital-raising transaction and do not directly or indirectly promote or maintain a
market for any securities of the Company.

“DER” or “Distribution Equivaient Right’ means a contingent right, granted in tandem with a
specific Phantom Unit, to receive an amount in cash equal to the cash distributions made by the
Company with respect to a Unit during the period such tandem Award is outstanding.

“Director” means a member of the Board who is not an Employee.

“Employee” means any employee of the Company or an Affiliate who perform services for the
Company and its Affiliates. ‘

“Exchange Act” means the Securities Exchange Act of 1934, as amended.

“Fair Market Value” means the closing sales price of a Unit on the applicable date. (or if there is
no trading in the Units on such date, on the next preceding date on which there was trading) as
reported in The Wall Street Journal (or other reporting service approved by the Committee). In the
event Units are not publicly traded at the time a determination of fair market value is required to be
made hereunder, the determination of fair market value shall be made in good faith by the
Committee.




“LLC Agreement” means the Second Amended and Restated Limited Liability Company
Agreement of Linn Energy, LLC, as it may be subsequently amended or restated from time to time.

“Option” means an option to purchase Units granted under the Plan.
“Participant” means any Employee, Consultant or Director granted an Award under the Plan.

“Person” means an individual or a corporation, limited liability company, partnership, joint
venture, trust, unincorporated organization, association, government agency or political subdivision
thereof or other entity. '

“Phantom Unit” means a phantom (notional) Unit granted under the Plan which upon vesting
entities the Participant to receive a Unit or an amount of cash equal to the Fair Market Value of a
Unit. Whether cash or Units are received for Phantom Units shall be determined in the sole discretion
of the Committee and shall be set forth in the Award Agreement.

“QFEP” means Quantum Energy Partners II, LP, a Delaware limited partnership.

“Restricted Period” means the period established by the Committee with respect to an Award
during which the Award remains subject to forfeiture or is either not exercisable by or payable to the
Participant, as the case may be.

“Restricted Unit” means a Unit granted under the Plan that is subject to a Restricted Period.

“Rule 16b-3" means Rule 16b-3 promulgated by the SEC under the Exchange Act; or any
successor rule or regulation thereto as in effect from time to time.

“SEC” means the Securities and Exchange Commission, or any successor thereto.

“UDR” or “Unit Distribution Right” means a distribution made by the Company with respect to
a Restricted Unit.

“Unit” means a Unit of the Company.

“Unit Appreciation Right” (UAR) means an Award that, upon exercise, entitles the holder to
receive the excess of the Fair Market Value of a Unit on the exercise date over the exercise price
established for such Unit Appreciation Right. Such excess may be paid in cash andfor in Units as
determined in the sole discretion of the Committee and set forth in the Award Agreement.

“Init Grant” means an Award of an unrestricted Unit.

3. Administration.

The Plan shall be administered by the Committee. A majority of the Committee shall constitute a
quorum, and the acts of the members of the Committee who are present at any meeting thereof at which a
quorum is present, or acts unanimously approved by the members of the Committee in writing, shall be the
acts of the Committee. Subject to the following and applicable law, the Committee, in its sole discretion,
may delegate the power to grant Awards under the Plan, to the Chief Executive Officer of the Company,
subject to such limitations on such authority as the Committee may impose. Upon any such delegation, all
references in the Plan to the “Committee”, other than in Section 7, shall with respect to any Award made
by the Chief Executive Officer pursuant to such authority be deemed to mean and refer to the Chief
Executive Officer; provided, however, that such delegation shall not limit the Chief Executive Officer’s
right to receive Awards under the Plan. Notwithstanding the foregoing, the Chief Executive Officer may
not grant Awards to, or take any action with respect to any Award previously granted to, a person who is an
officer subject to Rule 16b-3 or a member of the Board. Subject to the terms of the Plan and applicable
law, and in addition to other express powers and authorizations conferred on the Committee by the Plan,
the Committee shall have full power and authority to: (i) designate Participants; (ii} determine the type or
types of Awards to be granted to a Participant; (i) determine the number of Units to be covered by

A-3




Awards; (iv) determine the terms and conditions of any Award; (v) determine whether, to what extent, and
under what circumstances Awards may be settled, exercised, canceled, or forfeited; (vi) interpret and
administer the Plan and any instrument or agreement relating to an Award made under the Plan;
(vii) establish, amend, suspend, or waive such rules and regulations and appoint such agents as it shall
deem appropriate for the proper administration of the Plan; and (viii) make any other determination and
take any other action that the Committee deems necessary or desirable for the administration of the Plan.
Unless otherwise expressly provided in the Plan, all designations, determinations, interpretations, and
other decisions under or with respect to the Plan or any Award shall be within the sole discretion of the
Committee, may be made at any time and shall be final, conclusive, and binding upon all Persons, including
the Company, any Affiliate; any Participant, and any beneficiary of any Award.

4, Units.

(a) Limits on Units Deliverable. Subject to adjustment as provided in Section 4(c), the maximum
number of Units that may be delivered or reserved for delivery or underlying any Award with respect to
the Plan is 12,200,000. If any Award expires, is canceled, exercised, paid or otherwise terminates without
the delivery of Units, or if the maximum number of Units delivered is reduced for any reason other than
tax withholding or payment of the exercise price, then the Units covered by such Award, to the extent of
such expiration, cancellation, exercise, payment or termination, shall again be Units with respect to which
Awards may be granted. Units that cease to be subject to an Award because of the exercise of the Award,
or the vesting of Restricted Units or similar Awards, shall no longer be subject to or available for any
further grant under this Plan. Notwithstanding the foregoing, there shall not be any limitation on the
number of Awards that may be granted under the Plan and paid in cash. Units underlying an Award of
Unit Appreciation Rights shall no longer be subject to or available for any further grant under this Plan
following exercise of the Unit Appreciation Right and payment of the Unit Appreciation Right in Units.

(b) Sources of Units Deliverable Under Awards. Any Units delivered pursuant to an Award shall
consist, in whole or in part, of Units acquired in the open market, from any Affiliate, the Company or any
other Person, newly issued Units or any combination of the foregoing as determined by the Committee in
its sole discretion.

(c) Adjustments. In the event that the Committee determines that any distribution (whether in the
form of cash, Units, other securities, or other property), recapltahzanon spilt, reverse split, reorganization,
merger, consolidation, split-up, spin-off, combination, repurchase, or exchange of Units or other securities
of the Company, issuance of warrants or other rights to purchase Units of other securities of the Company,
or other similar transaction or event affects the Units such that an adjustment is determined by the
Committee to be appropriate in order to prevent dilution or enlargement of the benefits or potential
benefits intended to be made available under the Plan, then the Commitige shall, in such manner as it may
deem equitable, adjust any or all of (i} the number and type of Units {(or other securities or property) with
respect to which Awards may be granted, (ii) the number and type of Units (or other securities or
property) subject to outstanding Awards, and (iii) the grant or exercise price with respect to any Award or,
if deemed appropriate, make provision for a cash payment to the holder of an outstanding Award,;
provided, that the number of Units subject to any Award shall always be a whole number and, provided
further, that the Committee shall not take any action otherwise authorized under this subparagraph {c) to
the extent that (i) such action would cause (A) the application of Section 409A of the Code to the Award
or (B) create adverse tax consequences under Section 409A of the Code should that Code section apply to
the Award or (ii} except as permitted in Section 7(c), materially reduce the benefit to the Participant
without the consent of the Participant.

5. Eligibility.

Any Employee, Consultant or Director shall be ellglble to be designated a Part|c1pant and receive an
Award under the Plan.




6. Awards.. . . L -

" (a) Optrons The Commlttee shail have the authorlty to determine the Employees Consultants and
Directors to whom Options shall be grdnted the number of Units to be covered by each Option, whether
DERs aregranted with respect to such Option, the purchase price therefor and the conditions and
limitations applicable to the exercise of the Option, including the following terms and conditions and such
additional terms and conditions, as the Committee shall determine, that are not inconsistent with the
provisions of the Plan. = .

(i) Exerciie Price. The purchase price per Unit purchasable under an Option shall be
determined by the Committee at the time the Option is granted, provided such purchase price may

» not be less than its Fair Market Value as of the.date of grant. Except for adjustments permitted
pursuant to:Section 4(c); the terms of any outstanding Option may not be amended to reduce the
exercise price of the outstanding Option or to cancel the Option in exchange for cash, Options, Unit
Appreciation Rights or other Awards with an exercise price or purchase price that is less than the
exercise price or purchase price of the origi.n’el Option.

. -4 (i) Time and Method of Exercise. The Committee shall'determine the time or times at which

" an‘Option may be exercised in whole or in part, which may include, without limitation, accelerated

vesting upon the achievement of specified performance goals, and the method or methods by which

.payment of the exercise price with respect thereto may be made or deemed to have been made, which

.~ may include, without limitation,'cash, check acceptable to the Company, a “cashless-broker” exercise

through procedures approved by the Company, with the consent of the Committee, the withholding of

. Units that would otherwise be delivered to the Participant upon the exercise of the Option, other

securities or other property, or any combination thereof, having a fair market value (as determined by
the Commxttee) on the exércise daté equal to the relevant exercise price.

" (iii) Falfeuure Except as otherwise provided in the terms of the Award Agreemem upon

termination of*a Participant’s employment with or consulting services to the Company and its

- Affiliates or membership on the Board, whichever is applicablé, for any reason prior to the date an

. Option-becomes exercisable, all Options shall be forfeited by the Participant. The Committee may in
its discretion, waive in whole or in part such forfeiture with respect to'a Participant’s Options.

(b) Restricted Units and Unit Grants. The Committee 'shall have the authority to determine the
Employees, Consultants and Directors to whom Restricted Units -and Unit Grants shall be granted, the
number of Restricted Units and/or Unit Grants to'be granted to each such Participant, the Restricted
Period, the conditions under which the Restricted Units may become vested or forfeited, and such other
teens and conditions as.the Committee may establish with respect to such Awards, including whether
UDRs ‘are granted -with respect to Restricted Units.. ‘ : .

(i)’ UDRs. To the extent prov:ded by the Commlttee in its discretion, a. grant of Restricted
Units may provide that dlstrlbutlons made by the Company with respect to the Restricted Units shall
be subject’to the same forfeiture and other restrictions as the Restricted Unit and, if restricted, such
distributions shall be held, without interest, until the Restricted Unit vests or is forfeited with the
UDR being paid or forfeited at the same time, as the case may be. Absent such a restriction on the
UDRs in the grant agreement UDRs shail be paid .to the holder of the Restricted Unit without
restriction. . ' . "

(11) Vesting and Restricted Penod Each grant of Restricted Units that is not subject to any
performance-based vesting criteria shall be subject to'a Restricted Period of at least three years and
the Restricted Unit may vest proportionately during stich period. Each grant of Restricted Units that

is subject to performance-based vesting criteria- established by the Committee shall be subject to a
i Restricted Period of at least one year and the Restricted Unit may vest proportionately during such
period. No more than five percent (5%) of the Units underlying outstanding Awards under the Plan




{(iii). Term of Awards. The term of each Award shall be for such period as may be determined
by the Committee, but shall not exceed 10 years.

(iv) Unit Centificated. Al certificates for Units or other securities of the Company delivered
under the Plan pursuant to any Award or the exercise thereof shall be subject to such stop transfer
orders and other restrictions as the Committee may deem advisable under the Plan or the rules,
regulations, and other requirements of the SEC, any stock exchange upon which such Units or other
securities are then listed, and any applicable federal or state laws, and the Committee may cause a
legend or legends to be put on any such certificates to make appropriate rcference to such restrictions,

(v} Consideration for Grants. Awards may bc granted for such consideration, including
services, as the Committee determines.,

(vi) " Delivery of " Units . or other Securities and Payment by Participant of Consideration.
Notwithstanding anything in the’ Plan ‘or any grant agreement to the contrary, delivery of Units
pursuant to the exercise or vesting of an Award may be deferred for any period during which, in the
good faith determination of the Committee, the Company is not reasonably able to obtain Units to
deliver pursuant to such Award without violating the rules or regulations of any applicable law or
securities exchange. No Units or other securities shall be delivered pursuant to any Award until
payment in full of any amount required to be paid pursuant to the Plan or the applicable Award grant
agreement (including, without limitation, any exercise price or tax withholding) is received by the
Company. ' '

” (vu) -Change of Control.  Unless specifically provided otherwise in the Award Agreement, upon
a Change of Control or such time prior thereto as established by the Committee, all outstanding
- Awards shall automatically vest or become exercisable in full, as the case may be. In this regard, ali
Restricted Periods shall terminate and all performance criteria, if any, shall be deemed to have been
achieved at the maximum level. To the extent an Option or UAR is not exercised, or a Phantom Unit
or Restricted Unit does not vest, upon the Change of Control, the Committee may, in its discretion,
cancel such Award or provide for an assumption of such Award or a replacement grant on
substantially the same terms; provided, however, upon any cancellation of an Option or UAR that has
. a positive “spread” or a Phantom Unit or Restricted Unit, the holder shall be paid.an amount in cash
and/or other property, as determined by the Committee, equal to such “spread” if an Option or UAR
or equal to the Fair Market Value of .a Unit, if a Phantom Unit or Restricted Unit.

7. Amendment and Termination.

Except to the extent prohibited by applicable law: '

(a) Amendments to the Plan. Except as required by the rules of the principal securities exchange on
which the Units are traded and subject to Section 7(b) below, the Board or the Committee may amend,
alter, suspend, discontinue, or terminate the Plan in any manner, including increasing the number of Units
available for Awards under the Plan, without the consent of any partnet, Part1c1pant other holder or
beneficiary of an Award, or other Person. * : -

(b) Amendments to Awards Subject to Section. The Committee may waive any conditions or rights
under, amend any terms of, or alter any Award theretofore granted, provided.no change, other than
pursuant to Section 7(c), in any Award shall materially reduce the benefit to Participant without the
consent of such Participant and no change may be made which would cause any Participant to be subject to
excise tax under Section 409A of the Code.

(c). ‘Adjustment of Awards Upon the: Occurrence of Certain Unusual or Nonrecurring Events. The
Committee is hereby authorized to make adjustments in the terms and conditions of, and the criteria
included in, Awards in -recognition of unusual or nonrecurring events (including, without limitation, the
events described in Section 4(c) of the Plan) affecting the Company or the financial statements of the




6. Awards.

(a) Options. The Committee shall have the authority to determine the Employees, Consultants and
Directors to whom Options shall be granted, the number of Units to be covered by each Option, whether
DERs are :granted with respect to such Option, the purchase price therefor and the conditions and
limitations applicable to the exercise of the Option, including the following terms and conditions and such
additional terms and conditions, as the Committee shall determine, that are not inconsistent with the
provisions of the Plan.

(i) Exercise Price. The purchase price per Unit purchasable under an Option shall be
determined by the Committee at the time the Option is granted, provided such purchase price may
not be less than its Fair Market Value as of the date of grant. Except for adjustments permitted
pursuant to Section 4(c), the terms of any outstanding Option may not be amended to reduce the
exercise price of the outstanding Option or to cancel the Option in exchange for cash, Options, Unit
Appreciation Rights or other Awards with an exercise price or purchase price that is less than the
exercise price or purchase price of the original Option.

© (ii) Time and Method of Exercise. The Committee shall determine the time of times at which
an Option may be exercised in whole or in part, which may include, without limitation, accelerated
vesting upon the achievement of specified performance goals, and the method or methods by which
payment of the exercise price with respect thereto may be made or deemed to have been made, which
. may include, without limitation, cash, check acceptable to the Company, a “cashless-broker” exercise
through procedures approved by the Company, with the consent of the Committee, the withholding of
Units that would otherwise be delivered to the Participant upon the exercise of the Option, other
securities or other property, or any combination thereof, having a fair market value (as determined by

the Committee) on the exercise date equal to the relevant exercise price.

"(iii) Forfeiture. Except as otherwise provided in the terms of the Award Agreement, upon
termination of a Participant’s employment with or consulting services to the Company and its
Affiliates or membership on the Board, whichever is applicable, for any reason prior to the date an
Option becomes exercisable, all Options shall be forfeited by the Participant. The Committee may in
its discretion, waive in whole or in part such forfeiture with respect to a Participant’s Options.

(b) Restricted Units and Unit Grants. ‘The Committee shall have the authority to determine the
Employees, Consultants and Directors to whom Restricted Units and Unit Grants shall be granted, the
number of Restricted Units and/or Unit Grants to-be granted to each such Participant, the Restricted
Period, the conditions under which the Restricted Units may become vested or forfeited, and such other
teens and conditions as the Committee may establish with respect to such Awards, including whether
UDRs are granted with respect to Restricted Units.

(i) UDRs. To the extent provided by the Committee, in its discretion, a grant of Restricted

Units may provide that distributions made by the Company with respect to the Restricted Units shall

" be subject to the same forfeiture and other restrictions as the Restricted Unit and, if restricted, such

distributions shall be held, without interest, until the Restricted Unit vests or is forfeited with the

UDR being paid or forfeited at the same time, as the case may be. Absent such a restriction on the

UDRs in the grant agreement, UDRs shali be paid to the holder of the Restricted Unit without
restriction. :

(i) Vesting and Restricted Period. Each grant of Restricted Units that is not subject to any
performance-based vesting criteria shall be subject to a Restricted Period of at least three years and
the Restricted Unit may vest proportionately during such period. Each grant of Restricted Units that
is subject to performance-based vesting criteria established by the Committee shall be subject to a
Restricted Period of at least one year and the Restricted Unit may vest proportionately during such
period. No more than five percent (5%) of the Units underlying outstanding Awards under the Plan




shall be granted as a Unit Grant. To the extent provided in this Plan or in any applicable Award
Agreement, any such Restricted Period shall terminate upon a Change of Control, death or disability
of the Participant or any other event approved by the Committee.

(iii) Forfeitures. Except as otherwise provided in the terms of the Award Agreement, upon
termination of a Participant’s employment with the Company and its Affiliates or membership on the
Board, whichever is applicable, for any reason during the applicable Restricted Period, all outstanding
Restricied Units awarded the Participant shall be automatically forfeited on such termination. The
Committee may in its discretion, waive in whole or in part such forfeiture with respect to a
Participant’s Restricted Units.

(iv) Lapse of Restrictions. Upon or as soon as reasonably practical following the vesting of each
Restricted Unit, subject to the provisions of Section 8(b), the Participant shall be entitled to have the
restrictions removed from his or her Unit certificate so that the Participant then holds an unrestricted
Unit.

() Phantom Units. The Committee shall have the authority to determine the Employees,
Consultants and Directors to whom Phantom Units shall be granted, the number of Phantom Units to be
granted to each such Participant, the Restricted Period, the time or conditions under which the Phantom
Units may become vested or forfeited, which may include, without limitation, the accelerated vesting upon
the achievement of specified performance goals, and such other terms and conditions as the Committee
may cstablish with respect to such Awards, including whether DERs are granted with respect to such
Phantom Units.

(i) DERs. o the extent provided by the Committee, in its discretion, a grant of Phantom
Units may include a tandem DER grant, which may provide that such DERs shall be credited to a
bookkeeping account (with or without interest in the discretion of the Committee), subject to the
same vesting restrictions as the tandem Award, or be subject to such other provisions or restrictions as
determined by the Committee in its discretion. Notwithstanding any other provision of the Plan to the
contrary, any grant of DERs with respect to Phantom Units shall contain terms that (i) are designed
to avoid application of Section 409A of the Code to the Award or (ii} are designed to avoid adverse
tax consequences under Section 409A should that Code section apply.

(ii) Vesting and Restricted Period. Other than a grant to a Director, each grant of Phantom
Units that is not subject to any performance-based vesting criteria shall be subject to a Restricted
Period of at least three years and the Phantom Unit may vest proportionately during such period.
Other than a grant to a Director, each grant of Phantom Units that is subject to performance-based
vesting criteria established by the Committee shall be subject to a Restricted Period of at least one
year and the Phantom Unit may vest proportionately during such period. Each grant of Phantom
Units to a Director shall be subject to a Restricted Period of at least one year. To the extent provided
in this Plan or in any applicable Award Agreement, any such Restricted Period shall terminate upon a
Change of Control, death or disability of the Participant or any other event approved by the
Committee. ‘ :

(iii) Forfeitures. Except as otherwise provided in the terms of the Award Agreement, upon
termination of a Participant’s employment with or consulting services to the Company and its
Affiliates or membership on the Board, whichever is applicable, for any reason during the applicable
Restricted Period, all outstanding Phantom Units awarded the Participant shall be automatically
forfeited on such termination. The Committee may, in its discretion, waive in whole or in part such
forfeiture with respect to a Participant’s Phantom Units.

(iv) Lapse of Restrictions. Upon or as soon as reasonably practical following the vesting of each
Phantom Unit, subject to the provisions of Section 8(b}, the Participant shall be entitled to receive




from the Company one Unit or cash equal to the Fair Market Value of a Unit, as determined by the
Committee in its discretion.

(d) Unit Appreciation Rights. The Committee shall have the authority to determine the Employees,
Consultants and Directors to whom Unit Appreciation Rights shall be granted, the number of Units to be
covered by each grant and the conditions and limitations applicable to the exercise of the Unit
Appreciation Right, including the following terms and conditions and such additional terms and
conditions, as the Committee shall determine, that are not inconsistent with the provisions of the Plan.

(i) Exercise Price. The exercise price per Unit Appreciation Right shall be not less than its Fair
Market Value as of the date of grant. Except for adjustments permitted pursuant to Section 4(c), the
terms of any outstanding Unit Appreciation Right may not be amended to reduce the exercise price of
the outstanding Unit Appreciation Right or to cancel the Unit Appreciation Right in exchange for
cash, Options, Unit Appreciation Rights or other Awards with an exercise price or purchase price that
is less than the exercise price or purchase price of the original Unit Appreciation Right.

(i) Vesting/Time of Payment. The Committee shall determine the time or times at which a Unit
Appreciation Right shall become vested and the time or times at which a Unit Appreciation Right
shall be paid in whole or in part.

(iii) Forfeitures. Except as otherwise provided in the terms of the Award Agreement, upon
termination of a Participant’s employment with or services to the Company and its Affiliates or
membership on the Board, whichever is applicable, for any reason prior to vesting, all unvested Unit
Appreciation Rights awarded the Participant shall be automatically forfeited on such termination. The
Committee may, in its discretion, waive in whole or-in part such forfeiture with respect to a
Participant’s Unit Appreciation Rights, in which case, such Unit Appreciation Rights shall be deemed
vested upon termination of employment or service and paid as soon as’ administratively practical
thereafter. :

(e) General

(i) Awards May Be Granted Separately or Together. Awards may, in the discretion of the
Committee, be granted either alone or in addition to, in tandem with, or in substitution for any other
Award granted under the Plan or any award granted under any other plan of the Company or any
Affiliate. No Award shall be issued in tandem with another Award if the tandem Awards would result
in adverse tax consequences under Section 409A of the Code. Awards granted in addition to or in
tandem with other Awards or awards granted under any other plan of the Company or any Affiliate
may be granted either at the same time as or at a different time from the grant of such other Awards
or awards.

(i) Limits on Transfer of Awards.

(A) Except as provided in Section 6(e)(ii}(C) below, each Award shall be exercisable or
payable only to the Participant during the Participant’s lifetime, or to the person to whom the
Participant’s rights shall pass by will or the laws of descent and distribution.

(B) Except as provided in Section 6(e)(ii}(C) below, no Award and no right under any such
Award may be assigned, alienated, pledged, attached, sold or otherwise transferred or
encumbered by a Participant and any such purported assignment, alienation, pledge, attachment,
sale, transfer or encumbrance shall be void and unenforceable against the Company or any of its
Affiliates.

(C) To the extent specifically provided by the Committee with respect to an Award, an
Award may be transferred by a Participant without consideration to immediate family members
or related family trusts, limited partnerships or similar entities or on such. terms and conditions
as the Committee may from time to time establish.
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(iii) Terrm of Awards. The term of each Award shall be for such period as may be determined
by the Committee, but shall not exceed 10 years.

(iv) Unit Certificated.  All certificates for Units or other securities of the Company delivered
under the Plan pursuant to any Award or the exercise thereof shall be subject to such stop transfer
orders and other restrictions as the Committee may deem advisable under the Plan or the rules,
regulations, and other requirements of the SEC, any stock exchange upon which such Units or other
securities are then listed, and any applicable federal or state laws, and the Committee may cause a
legend or legends to be put on any such certificates to make appropriate reference to such restrictions.

(v) Consideration for Grants. Awards may be granted for such consideration, including
services, as the Committee determines.

(vi) Delivery of Units.or other Securitics and Payment by Participant of Consideration.
Notwithstanding anything in the Plan or any grant agreement to the contrary, delivery of Units
pursuant to the exercise or vesting of an Award may be deferred for any period during which, in the
good faith determination of the Committee, the Company is not reasonably able to obtain Units to
deliver pursuant to such Award without violating the rules or regulations of any applicable law or
securities exchange. No Units or other securities shall be delivered pursuant to any Award until
payment in full of any amount required to be paid pursuant to the Plan or the applicable Award grant
agreement (including, without limitation, any exercise price or tax withholding) is received by the
Company.

(vii) Change of Control. Unless specifically provided otherwise in the Award Agreement, upon
a Change of Control or such time prior thereto as established by the Committee, all outstanding
Awards shall automatically vest or become exercisable in full, as the case may be. In this regard, all
Restricted Periods shall terminate and all performance criteria, if any, shall be deemed to have been
achieved at the maximum level. To the extent an Option or UAR is not exercised, or a Phantom Unit
or Restricted Unit does not vest, upon the Change of Control, the Committee may, in its discretion,
cancel such Award or provide for an assumption of such Award or a replacement grant on
substantially the same terms; provided, however, upon any cancellation of an Option or UAR that has
a positive “spread” or a Phantom Unit or Restricted Unit, the holder shall be paid an amount in cash
and/or other property, as determined by the Committee, equal to such “spread” if an Option or UAR
or equal to the Fair Market Value of .a Unit, if a Phantom Unit or Restricted Unit.

7. Amendment and Termination.
Except to the extent prohibited by applicable law:

(a) Amendments to the Plan. Except as required by the rules of the principal securities exchange on
which the Units are traded and subject to Section 7(b) below, the Board or the Committee may amend,
alter, suspend, discontinue, or terminate the Plan in any manner, including increasing the number of Units
available for Awards under the Plan, without the consent of any partner, Participant, other holder or
beneficiary of an Award, or other Person. * '

(b} Amendments to Awards Subject to Section. The Committee may waive any conditions or rights
under, amend any terms of, or alter any Award theretofore granted, provided no change, other than
pursuant to Section 7(c), in any Award shall materially reduce the benefit to Participant without the
consent of such Participant and no change may be made which would cause any Participant to be subject to
excise tax under Section 409A of the Code.

(c) Adjustment of Awards Upon the Occurrence of Certain Unusual or Nonrecurring Events.  The
Committee is hereby authorized to make adjustments in the terms and conditions of, and the criteria
included in, Awards in recognition of unusual or nonrecurring events (including, without limitation, the
events described in Section 4(c) of the Plan) affecting the Company or the financial statements of the




Company, or of changes in applicable laws, regulations, or accounting principles, whenever the Committee
deterrnines that such adjustments are appropriate in order to prevént dilution or enlargement of the
benefits or potential benefits intended to be made available to Participants under the Plan or such Award.

8. General Provisions.

(a) No Rights to Award. No Person shall have any claim to be granted any Award under the Plan,
and there is no obligation for uniformity of treatment of Participants. The terms and conditions of Awards
need not be the same with respect to each recipient. '

(b) Tax Withholding. The Company or any Affiliate is authorized to withheld from any Award,
from any payment due or transfer made under any Award or from any compensation or other amount
owing to a Participant the amount (in cash, Units, other securities, Units that would otherwise be issued
pursuant to such Award or other property) of any applicable taxes payable in respect of the grant of an
Award, its exercise, the lapse of restrictions thereon, or any payment or transfer under an Award or under
the Plan and to take such other action as may be necessary in. the opinion of the Company to satisfy its
withholding obligations for the payment of such taxes.

(¢) No Right to Employment or Services. 'The grant of an Award shall not be construed as giving a
Participant the right to be retained in the employ of the Company or any Affiliate, to continue as a
consultant, or to remain on the Board, as applicable. Further, the Company or an Affiliate may at any time
dismiss a Participant from employment or terminate a consultlng relatlonshlp, free from any liability or any
claim under the Plan, unless otherwise expressly provided in the Plan, any Award agreement or other

agreement. \

(d) Goveming Law. .The validity, construction, and effect of the Plan and any rules and regulations
relating to the Plan shall be determined in accordance with the laws of the State of Delaware without
regard to its conflict of laws principles.

(¢) Section 4094 of the Code. Notwithstanding anything in this Plan to the contrary, any Award
granted under the Plan shall contain terms that (i) are designed to avoid application of Section 409A of the
Code to the Award or (ii) are designed to avoid adverse tax consequences under Section 409A of the Code
should that section apply to the Award. If any Plan provision or Award under the Plan would result in the
imposition of an applicable tax under Section 409A of the Code and related regulations and
pronouncements, that Plan provision or Award will be reformed to avoid imposition of the applicable tax
and no action taken to comply with Section 409A of the Code shall be deemed to adverscly affect the
Participant’s rights to an Award or to require the Participant’s consent.

(f) Severability. 1If any provision of the Plan or any award is or becomes or is deemed to be invalid,
illegal, or unenforceable in any jurisdiction or as to any Person or Award, or would disqualify the Plan or
any award under any law deemed applicable by the Compensation Committee, such provision shall be
construed or deemed amended to conform to the applicable taws, or if it cannot be construed or deemed
amended without, in the determination of the Compensation Committee, materially altering the intent of
the Plan or the Award, such provision shall be stricken as to such jurisdiction, person or award and the
remainder of the Plan and any such Award shall remain in full force and effect.

(z) Other Laws. The Committee may refuse to issue or transfer any Units or other consideration
under an Award if, in its sole discretion, it determines that the issuance or transfer of such. Units or such
other consideration might violate any applicable law or regulation, the rules of the principal securities
exchange on which the Units are then traded, or entitle the Company or an Affiliate to recover the same
under Section 16(b) of the Exchange Act, and any payment tendered to the Company by a Participant,
other holder or beneficiary in connection with the exercise of such Award shall be promptly refunded to
the relevant Participant, holder or beneficiary.
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* (h) No Trust or Fund Created. Neither the Plan nor any award shall create or be construed to create
a trust or separate fund of any kind or a fiduciary relationship between the Company or any participating
Affiliate'and a Participant or any other Person. To the extent that any Person acquires a right to receive
payments from the Company or any participating Affiliate pursuant to an Award, such right shall be no
greater than the right of any general unsecured creditor of the Company or any participating Affiliate.

(i) No Fractional Units. No fractional Units shall be issued or delivered pursuant to the Plan or any
Award, and the Committee shall determine whether cash, other securities, or other property shall be paid
or transferred in lieu of any fractional Units or whether such fractional Units or any rights thereto shall be
canceled, terminated, or otherwise eliminated.

(1} Headings. Headings are given to the Sections and subsections of the Plan solely as a
convenience to facilitate reference. Such headings shall not be deemed in any way material or relevant to
the construction or interpretation of the Plan or any provision thereof.

(k) Facility Payment, Any amounts payable hereunder to any person under legal disability or who,
in the judgment of the Committee, is unable to properly manage his financial affairs, may be paid to the
legal representative of such person, or may be applied for the benefit of such person in any manner which
the Committee may select, and the Company shall be relieved of any further liability for payment of such
amounts.

() Participation by Affiliates. In making Awards to Consultants and Employees employed by an
Affiliate, the Committee. shall be acting on behalf of the Affiliate, and to the extent the Company has an
obligation to reimburse the Affiliate for compensation paid to Consultants and Employees for services
rendered for the benefit of the Company, such payments or reimbursement payments may be made by the
Company directly to the Affiliate, and, if made to the Company, shall be received by the Company as agent
for the Affiliate.

(m) Gender and Number. 'Words in the masculine gender shall include the feminine gender, the
plura! shall include the singuiar and the singular shall include the plural.

(n) No Guarantee of Tax Consequences. None of the Board, the Company, nor the Committee
makes any commitment or guarantee that any federal, state or local tax treatment will apply or be available
to any person participating or eligible to participate hereunder.

9, Term of the Plan.

The Plan shall be effective on the date of its approval by the Board and shall continue until the date
terminated by the Board. However, unless otherwise expressly provided in the Plan or in an applicable
Award Agreement, any Award granted prior to such termination, and the authority of the Board or the
Committee to amend, alter, adjust, suspend, discontinue, or terminate any such. Award or to waive any
conditions or rights under such Award, shall extend beyond such termination date.
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Michael C. Linn
Chairman and Chief Executive Oificer

George A. Alcorn
Terrence S. Jacobs
Joseph P. McCoy

Jeftrey C. Swoveland

EXECUTIVE OFFICERS

Michael C. Linn
Chairman and Chief Executive Officer

Mark E. Ellis
President and Chief Operating Officer

LGUER TR Y
Executive Vice President and
Chief Financial Officer

Lisa D. Anderson
Senior Vice President and
Chief Accounting Officer

Charlene A. Ripley
Senior Vice President. General Counsel and
Corporate Secretary

Arden L. Walker, Jr.
Senior Vice President—(perations and
Chief Engineer
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‘Senlor Vice President-Eastern Operations:

ONITHOLL NFORMATION

Form 10-K Report and Financial Statements
A copy of the Company's 2007 Form 10-K as filed
with the Securities and Exchange Commission
will be {urnished without charge to any unitholder
upon request.

Unitholder inquiries

Reguests for information concerning unit
certificates should be made directly to the
Transfer Agent and Registrar:

American Stock Transter & Trust Company
Tol Free: 800.937.5449

Worldwide: 718.921.8200
www.amstock.com

Exchange Listing

The Nasdaq Global Select Markat

The Company’s CEO Certification has been
submitted to the Nasdaq Global Select Market
and its Sarbanes-Oxley Act Section 302 CEQ/CFO
Certifications were filed in its 2007 Form 10-K.

Trading Symbol: LINE
Website: www.linnenergy.com
INVESTOR RELATIONS

Clay P. Jeansonne
Vice President—investor Relations

‘ir@tinnenergy.com

281.840.4110

Headquarters
JPMargan Chase Tower
B0C Travis Street

Suite 5100

Houston, Texas 77002
281.840.4000

Mid-Continent

14000 Quail Springs Parkway
Suite 5000

Oklahoma City, Oklahoma 73134
405.241.2200

Appalachian Basin

650 Washington Road

5th Floor

Pittsburgh, Pennsylvania 15228
412.440.1400

Western

20400 Tonner Ganyon Road
Brea, California 92821
714.257.1600

DRWARD-LOOKIN

Statements made in this Annual Report that are not historical facts are
forward-looking statements. These statements are based on certain
assumptions and expectations made by the Company which reflect
management's experience, estimates and perception of histarical trends
current conditions, anticipated future developments and cther factors
believed to be appropriate, Such statements are subject to a number
of assurnplions, risks and uncertainties, many of which are beyond

the control of the Company, which may cause actual results to differ
materially from these implied or anticipated in the forward -lacking
statements. These include risks relating to financial performance and
results. our indebtedness under our credit facility, avaitabilty of sufficie
cash flow ta pay distributions and execute our business plan, prices
and gemand for gas, oil and natural gas liquids, our ability to replace
reserves and efficiently develop our current reserves, our ability to makd
acquisitions on economically acceptable terms, and other important
factors that could cause actual results to differ materially from those
anticipated or implied in the forwarc-lecking statements. Sae "Risk
Factors™ in the Company's 2007 Annual Report on Form 10-K and any
other public filings and press refeases. Linn Energy undertakes no
obligation 1o publicly update any ferward-looking statements, whether
as a result of new information or future events.
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